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‘Below: In its fight to hold export markets, the | 
steel industry looks to Armco’s Logan T. Johnston 


for answers based on experience. [Industries] 
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“ONE OF THE WORLD'S GREAT 
FOOD PACKERS AND CANNERS” | — 
8 





114. with Tape Recorders return 83% 


annually on our investment 


— STOKELY-VAN CAMP, INC., Indianapolis, Indiana 


“Our sales and production facilities are 
world-wide. Consequently, our accounting 
system must provide management with 
rapid and accurate data for controlling 
these wide-spread activities. 

‘‘National accounting machines and 
punched paper tape recorders in our pay- 
roll, accounts payable, and plant account- 
ing departments save us 83% annually on 
our investment. 

“Also, National equipment permits us 
to handle the increases in work-loads that 


occur during our packing season. They 
permit us to complete monthly statements 
several days earlier than was previously 
possible. And, our National machines 
make all accounting, statistical, and man- 
agement data available to us in time to be 
used most effectively.” 
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Punched paper tape created automatically. 


IN 1961, CELEBRATING 100 YEARS OF 
PROGRESS ...helping to make America 
the best fed nation... Stokely-Van Camp 
has become a household word synony- 
mous with high-quality food. Their 36,000 
employees and 73 plants in United States 
and Canada are a vast team, providing 
canned, bottled, and frozen foods. 


In any business, National machines pay for themselves with the money they save, then continue savings as 


annual profit. Your National man will show how much you can save. See yellow pages in your phone book. 


THE NATIONAL CASH REGISTER COMPANY DAYTON 9, OHIO 
1,039 OFFICES IN 121 COUNTRIES . . . 77 YEARS OF HELPING BUSINESS SAVE MONEY 
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General business 


Goid reserve hearing off to slow start 
In last minute switch, proceedings are postponed a week 


in Congress: pro-Kennedy coalition gains power 
New pattern means President will likely get most of what he wants 


Dream for an island 
How New York group would make over city’s mostly disused Welfare Island 


At American Stock Exchange: SEC broadens its stock manipulation probe 


Action follows investigation of charges against two specialists 


Ford’s old mansion gets role in college 
Fair Lane, in Dearborn, is to become center for studying conference techniques 


FCC flicks its whip at telecasters 
Chmn. Minow threatens to bring networks under FCC licensing 


control unless they upgrade their programs 


Tax plan draws more brickbats 
Supposed beneficiaries say they’d prefer some other aid to modernization 


In business 
Woolworth, Kresge try discount field; New Haven RR bailed 
out again; Supreme Court actions; textile industry asks “‘peril ruling” on imports 


The departments 


Kuwait easing into self rule. Tiny oil-rich sheikdom probably 
will retain some of its economic ties with Britain 


In business abroad 


Patent discord hits stereo FM. Neither Zenith nor GE has patents on systems 
approved by FCC, but Crosby-Teletronics claims it has them sewed up 


Oil-logged company rescues itself. Signal Oil & Gas Co., which only two years ago 
was drowning in crude, is adding new capacity, outlets 


Finance men get new angle. Cost-of-capital yardstick for companies 
is key point in Irving Trust’s Wall Street “‘school” for executives 


The foreign challenge facing steel. Modern steel mills abroad have cut into export 
markets but companies like Armco Steel are confident of regaining the losses 


Showdown in airlines fight. Administration must face up to the question 
of whether flight engineers have to join the pilots’ union 


In labor 
Top pay resists slump. Despite last year’s profit squeeze, raises were common 


A new pattern for selling steel. The industry is taking a much more sophisticated 
and aggressive approach for marketing its products 


Ad gets seven hooks. Regional bait for national ad, in magazine’s seven regional 
editions, puts over Gibson Refrigerator promotion 


Sears tries the travel business. Its all-purpose subsidiary will also run a motor club 
Stampede for SBICs is on. Their shares go on a tear 


Some second thoughts on CDs. Banks that started offering certificates of 
deposit are now wondering if they made a mistake 


Wall Street talks 
In the markets 


industry tries living in caves. Kansas City manufacturers find that 
mined-out quarries can make durable, inexpensive plant sites 


New products 


Organic semiconductors: They open vast new possibilities. Semiconductors of 
carbon compounds should be cheaper, better suited to industry’s needs 


In research 


Why Kennedy is going to summit Bil! 


Decision to meet Khrushchev is a last-ditch attempt to keep atomic test-ban talks alive 






















































oe 












































Figures of the week 





























170 1947-49=100 170 
160 Mm... 160 
150 nA 150 
a fn we 140 
130 130 
120 120 
110L. prlssitis Ts re Se ORE re rhesrtins | 110 
www ee ee ee eS REWER ES & FE RE SRS 
1958 1959 1960 1961 
1953-55 Year Month Week § Latest 
average ago ago ago Week 
BUSINESS WEEK index cnart ......................... 133.3 1526 1448 1481r 149.1* 
Production 
Sen MME TENOUS. OF WNIST... <5c-5 «9p. ete win 6 Son € 4-3 belo oo oe metata rereee 2,032 2,102 1,748 1,943r 1,988 
Oe ee Oo ee eT 125,553 145,917 114,108 124,454r 129,928 
Engineering const. awards [Eng. News- Rec. 4-wk. daily : av. vin thous.] ee KS $52,412 $79,475 $69,443 $82,958 $82,677 
Electric power [millions of kilowatt-hours].................-.0.0000- 10,819 13,710 14,434 14,206 14,278 
Crude oil and condensate [daily av., thous. of bbl.]................... 6,536 6,794 7,249 7,139 7,013 
Bituminous coal [daily av., thous. of tons].................-0 eee eee 1,455 1,400 1,100 1,226r 1,219 
MIO TONES) (rico cre ainsi eS vps ee hes ake ot Dek 247,488 311,066 315,490 325,861 319,615 
Trade 
Carloadings: miscellaneous and l.c.I. [daily av., thous. of cars].......... 70 61 53 55 55 
Carloadings: all others [daily av., thous. of cars]................ beh: 47 46 32 35 36 
Department store sales index [1947-49=100, not seasonally adjusted]. AP 121 156 128 146 140 
Business failures [Dun & Bradstreet, number]................---ec08 198 304 383 399 368 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]............. 89.2 93.3 92.9 93.6 93.6 
Foodstuffs, daily index [BLS, 1947-49=100]..................0 eee 90.5 76.9 79.5 78.3 77.8 
Print cloth [spot and nearby, yd.]. IY «ily ote. % elon aul ers wigse othe Seon 19.8¢ 20.8¢ 17.5¢ 17.5¢ 17.4¢ 
Finished steel, index [BLS, 1947-49=100]............... 0 eee ween 143.9 186.8 186.1 186.1 186.1 
Scrap steel composite [Iron Age, ton]...............0. cece eee eens $36.10 $33.17 $37.83 $36.50 $36.50 
Copper [electrolytic, delivered price, E&MJ, Ib.]J..............-2 ee eee 32.394¢ 33.000¢ 29.000¢ 30.000¢ 30.240¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.]...................6. 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zine [U. S. del., E&MJ, Ib.J....... tt 25.01¢ 21.89¢ 21.93¢ 21.75¢ 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $2.03 $1.98 $1.97 $1.98 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 32.16¢ 31.39¢ 31.68¢ 31.79¢ 
eee SNe TOORION Bi  as bok ce oats Wie aso ee Ho VA ERG One $1.96 $1.73 $1.71 $1.75 $1.75 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10].............. 31.64 55.26 66.26 66.45 66.83 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.28% 5.01% 5.01% 5.01% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]...... 2-244% 44% 3% 234% 234% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks...............++ tt 59,330 61,180 62,250 62,246 
Total loans and investments, reporting member banks. : +t 104,006 110,546 111,606 111,272 
Commercial, industrial and agricultural loans, reporting member banks. i tt 32,186 33,117 33,089 32,995 
U. S. gov’t guaranteed obligations held, reporting member banks....... tt 26,070 29,761 30,590 30,290 
Total federal reserve credit outstanding.......................0000e 26,424 27,371 27,978 27,868 27,914 
PUN EN ich care cum oy ene ace sink seem SRA rk ex terewig ah eee aN 21,879 19,359 17,390 17,389 17,394 
Monthly figures of the week ae ee 
Umeanes SEROUS KUN) RUMORED ook Sickie wb ine os elena. Merete April... 101.5 125.2 ae 118.7 
Personal income (seasonally adjusted, in billions).............. April. . . $296.1 $401.9 $408.0t $410.3 
Average weekly earnings in manufacturing.................... April. . . $73.36 $89.60 $90.71 $91.34 
Retail sales (seasonally adjusted, in billions).................. April. . . $14.5 $18.9 $18.2 $18.0 
UNO NINES LOUD TURPIN oo rics a eee occ ne oo Sih bien be waren April. . . $158.1 $226.0 $255.4 $230.9 


* Preliminary, week ended May 13, 1961. 
tt Not available. Series revised. 


r Revised. 


§ Date for ‘Latest Week’ on each series on request. 


+ Excluding a stepped up rate of National Service Life Insurance Dividend Payments to Veterans. 


The Pictures: Cover, Armco Steel Corp.; 25, UPI; 26, WW; 28, (It. & rt.) WW, (cen.) UPI; 29, WW; 30, Victor Gruen Associates; 
31, Herb Kratovil; 32, 33, R. Bash; 34, WW; 47, United States Steel; 54, Tibor Hirsch; 58, Leonard Nadel; 


104, 105, 106, Tibor Hirsch; 113, World News; 145, Robert Isear; 157, 158, 160, Armco Steel Corp.; 166, 167, George Harris. 
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READERS REPORT 


New format: pros... 


CONGRATULATIONS ON THE 
NEW TYPE AND FORMAT.... 

W A ROMAIN 
NOVO INDUSTRIAL CORP. 
CHICAGO, ILL. 


Dear Sir: 

Accept our hearty congratula- 
tions on your new format. For a 
person like myself who has to do a 
tremendous amount of reading. the 
changes are a big improvement 
and much appreciated. 

Leonard B. Campbell 
Executive Vice-President 
Ware Savings Bank 
Ware, Mass. 


Dear Sir: 

Just a short note to congratulate 
you on the larger and more easy to 
read print. Personally, this larger 
print allows me to read for a longer 
period of time. 

I only hope that this “Texas size 
print” is shared with your other 
subscribers in less fortunate states. 

Johnny N. Martin, Jr. 
Lykes Bros. Steamship Co., Inc. 
Houston, Tex. 


Dear Sir: 
I like it! Result—measurable re- 
duction in reading time. 
F.D. Crowther 
President 
Henry Pratt Co., Inc. 
Chicago, II. 


Dear Sir: 

There is little, if any, doubt that 
the new type is very attractive and 
easy to read. 

But, the most attractive feature 
in Business Week is its journalistic 
and business integrity. 

It is good to know that Business 
Week refuses subscriptions, when 
other magazines have millions of 
readers who have no interest nor 
influence for their advertisers. 

Robert I. Erlichman 
Philadelphia, Pa. 


Dear Sir: 

Congratulations on your first is- 
sue . . . with “Easier To Read 
Type.” 


Hugh G. Monaghan 
The Baltimore News-Post 
Baltimore, Md. 


.»..CONnSs 


Dear Sir: 
If you plan to run a consumer 
survey of your change in type and 









































Baltimore could fill these seats 
with men who head its businesses 


TALK ABOUT DIVERSITY! 30,000 separate businesses, in Balti- 
more and its adjacent counties, are 30,000 good reasons for bringing 
your new plant here. As suppliers, of everything from steel to 
steamed crabs, these companies can fill your needs fast and 
economically. As customers, these companies can buy plenty of what 
you make. As producers, Baltimore-area manufacturers are diver- 
sified enough to keep the region’s economy outstandingly stable, 
persistently prosperous. And Baltimore has much more to offer . . . 


PORT AND TRANSPORT: The 
No. 2 U.S. port in foreign tonnage, Balti- 
more also ships via 3 trunkline railroads, 
175 interstate truck lines, 12 airlines. 
New expressways and beltways abound; 
more are abuilding. 


HALF-NATION MARKET: Half 
the buying population of the U.S. is 
within 48 hours bulk-delivery time. Rich 
local markets, Baltimore plus Washing- 
ton, adjoin those of the Northeast, the 
South and Midwest. 


SITES OF ALL SORTS: Ideal 
locations for light, medium or heavy 
industry. Urban, waterfront and open- 
country sites have continuing zoning 
protection, good utilities, a nearby 
skilled labor supply. 


GOOD-LIVING EXTRAS: Balti- 
more is internationally renowned for its 
medical and educational institutions. 
Enjoy Chesapeake Bay water sports, 
big-league baseball and football, con- 
genial climate. 


For confidential plant site facts and figures, contact Robert J. George, 
The Baltimore Gas and Electric Company, Baltimore 3, Md. 


Give your business the competitive advantages of 


BALTIMORE 








layout, the new headlines for the 
stories are TOO BIG. I’m going to 
read the heads to pick out the 
stories I want to read, but no need 
to SHOUT. Your Caledonia, fine. 
Headlines in the Outlook pages, 
fine. Change of display type on the 
stories, no. 

Henry J. Scott 
Arrow Letters Corp. 
New York, N. Y. 


Dear Sir: 

Just read the “new” Business 
Week. 

Give your makeup man back his 
tranquilizer. Ugh! 

A.J. Goldsmith 

A.J. Goldsmith & Co. 
Chicago, IIl. 


Dear Sir: 

It is probably too late to register 
a protest, but, as a long-time reader 
of Business Week, I am not happy 
about your change of type. The 
new form of your yellow pages is 
to me quite difficult to read instead 
of being much easier and I frankly 
prefer the old form all the way 
through. .. . 

F. Wadsworth Busk 

F.S. Moseley & Co. 
Boston, Mass. 


Unfair to Food Fair 


Dear Sir: 

Your otherwise excellent article 
on the nation’s twenty top retailers 
(BW—May6'61,p64) was marred 
by completely erroneous figures for 
the latest fiscal year of Food Fair 
Stores, Inc. In the process, you 
demoted Food Fair from tenth 
spot on the list to number eleven, 
a retrogression which is hardly in 
keeping with the company’s tradi- 
tion and the facts. 

Actually, Food Fair’s sales for 
the 1960-61 fiscal year ended April 
30, 1961, were approximately 
$845,000,000, instead of the $771,- 
000,000 shown. This is a gain of 
roughly 10%, better than any other 
retailer on the list save one, whose 
growth reflected a major acquisi- 
tion. 

Food Fair’s earnings are as yet 
unavailable. Early indications are, 
however, that they were comfort- 
ably in excess of the $11,395,000 
reported for the previous fiscal 
year. As such Food Fair would 
become one of six retailers to 
achieve a gain in earnings, as 
against fourteen who lost ground. 


Louis Stein 
President 
Food Fair Stores, Inc. 
Philadelphia, Pa. 
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Recovery 
picks up steam 


Index outruns 
expectations 


Employment 
gains broadly 





Business outlook BIW 


May 20, 1961 


The tempo of recovery quickened last month. 

In fact, it turned out to be a lot faster than some observers were willing 
to admit at the time. 

But there’s no arguing now with the sharp pickup in the industrial produc- 
tion index, announced last week by the Federal Reserve Board. 

That usually slow-moving measure shot up 2% points to 105 in April, after 
adjustment for normal seasonal improvement. 

In that single move the index returned to the level of five months earlier. 

Moreover, it was the sharpest monthly shift since August, 1959, when 
spreading effects of the steel strike pulled the index down four points. 

Throughout the recession it never lost more than 1.7 points in one month. 

The April rise was no flash-in-the-pan. It would not be at all surprising if 
the May index equaled or bettered the April rise. Metals and autos alone 
could accomplish that. 


Despite mounting evidence that the revival is picking up steam, some busi- 
ness analysts continue to talk cautiously. 

This slow recovery theme was the consensus of top businessmen at last 
week’s meeting of the Commerce Dept.’s Business Advisory Council. 

Their forecast of industrial production mirrors this hesitant attitude. 

They foresee a second-quarter average of only 104% of the 1957 base, 
moving up slowly to 106 in the third quarter, and a brisk stepup to 110 in 
the final quarter. 


Actually, with the FRB index already at 105 last month and going higher | 


this month, the 106 quarter seems to be in the making right now. 


The Advisory Council also hedged its forecast of gross national product. 

It predicted a slow and gradual upturn—$504-billion in the second quar- 
ter, and $510-billion in the third. Added momentum in the last three months, 
according to BAC, should lift GNP to about $520-billion, at an annual rate. 

But it’s not hard to find more optimistic economists who are willing to 
forecast a fourth-quarter rate of as much as $525-billion. And many feel that 
BAC’s estimates are conservative. 


It’s easier to pick out the bright spots in the nonfarm employment picture 
in April, now that the Labor Dept. has released the details. 

Construction ran away with the honors. 

More than 200,000 workers were added to construction payrolls, double 
the normal seasonal gain. 

And service establishments—the fast growing category in the employment 
tally—added 110,000 employees between mid-March and mid-April. 

Even trade employment mounted over the month, despite post-Easter 
layoffs at retail. 


The most encouraging upturn occurred in durable goods employment which, 
until the April turnaround, had been trending downward for five months. 

The April increase was small—only 11,000 jobs—but it centered in metals, 
machinery, and lumber where the recession first got its start. 
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Income moves 
to a new high 


More zip 
in hardgoods 


Steel to catch up 
to year-ago level 


Business outlook continued 


This category is bound to post an even stronger gain in May. 

In nondurables, food, chemicals and textiles reported substantial job 
increases in April. But they were not enough to offset the softness in 
tobacco, leather, and apparel (though the latter fell less than seasonally). 


Factory workers put in longer hours, took home fatter checks in April. 

One of the most sensitive barometers of industrial activity—the average 
work week in manufacturing—edged up to 39.2 hours last month from 39.1 
hours in March. 

A small gain, to be sure, but heartening all the same when you note that 
the work week normally contracts at this time of year. 

Weekly paychecks averaged 63¢ higher, due to the extra time on the job, 
plus a slight rise in hourly earnings. 


Thanks in part to the job improvement in the nation’s factories, personal 
income in April moved to new high ground. 

At an annual rate of $410.3-billion, the month’s personal income outran 
the March take by $2.3-billion—when you exclude March’s special pre- 
payment of GI insurance dividends. 

And it beat the previous record (an annual rate of $409.6-billion in Octo- 
ber, 1960) by $700-million. 

The pickup centered in wage and salary payments, which mounted to 
a $274.3-billion rate in April. That’s $2.2-billion better than March, and 
the best showing since October. 

Steel and autos get most of the credit for the boost, though earnings 
in trade, services, and government edged up a bit, too. 

Another assist came from the increase in number of people qualified 
for old-age benefits and unemployment checks (under the extended pro- 
gram effective Apr. 1). This pushed transfer payments up $400-million over 
March (excluding the veterans’ dividend payments). 


The Commerce Dept. was full of good news this week. 

In addition to the new record in personal income, Commerce announced 
that both new orders and sales of durables jumped 4% over March. 

Hardgoods producers booked $14.5-billion in orders in April. After allow- 
ing for the usual seasonal gains, this pulled the month up equal to year-ago 
figures—the first time this had happened in eight months. 

The surge lifted backlogs of unfilled orders to $43.1-billion—the healthiest 
level since December. 

Most of the impetus was provided by new steel and auto business, plus 
the awarding of more defense contracts. 

Actual shipments of durables, at $14.2-billion, were not far behind orders. 
But they have yet to catch up with a year ago. 


It’s a safe bet that steel production this week will equal the year-ago output 
for the first time this year. 

Partly, you can thank the steel decline a year ago. But steelmakers are 
posting the 10th consecutive weekly increase, to bring production close to 
2-million tons a week. 

A general pickup across the board is reinforcing the steel outlook. 

Steel consumption has risen smartly in appliances, pipelines, machinery. 
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is 
summit 


President’s decision to meet Khrushchev is a last-ditch 
attempt to keep the atomic test-ban 
talks alive. He also will warn the Soviets on Berlin 


Pres. Kennedy is in desperate trouble 
with his foreign policy. He is caught 
up in a wider range of tough and 
dangerous international problems 
than former Pres. Eisenhower ever 
had to handle at one time. None of 
the approaches he started with seems 
to work, or even to make much sense. 

This explains Kennedy's sudden 
decision to meet personally with 
Soviet Premier Khrushchev in a two- 
power summit session. On Tuesday, 
after Soviet Ambassador Menshikov 
(right) had handed Kennedy a per- 
sonal message from Khrushchev, 
things were pretty well set for the 
two men to meet in Vienna about 
June 3 or 4, right on the heels of the 
President’s long-planned talks with 
Gen. de Gaulle in Paris. 

Kennedy’s main purpose in seeing 
Khrushchev is to make a last-ditch 
effort to salvage the Geneva atomic 
test-ban talks, and thus keep alive 
the Administration’s hopes for a 
broader approach to nuclear arms 
control. At the same time, Kennedy 
will warn the Soviet Premier not to 
miscalculate in Berlin by wrongly as- 
suming that the U.S. will back away 
from the use of force there as it has 
done in Cuba and Laos. 

Lukewarm. In Washington, at mid- 
week there was no great enthusiasm 
for Kennedy’s first venture into sum- 
mitry. Except at the White House, 
few of his foreign policy advisers 
expect much to come out of it. 
There’s even some fear that in going 
to Vienna, the President has down- 
paded his visit to Paris and hurt 

is chances of getting agreement 
with de Gaulle on ways to strengthen 
NATO. 


The real problem, as some officials 
see it, is whether Kennedy’s hand is 
strong enough today to make any 
impression on Khrushchev. These 
officials feel that our position right 
now is relatively weak, or at least 
uncertain, in areas that used to pro- 
vide a source of strength. 

To offset this handicap, this group 
is advocating some show of strength 
here in the U.S.—a draft speedup 
or the like—before Kennedy takes 
off for Paris and Vienna. 

From another direction comes 
the argument that the U.S. is over- 
extended, especially around the 
periphery of the Communist bloc. 
According to this view, the need is 
for a far-flung disengagement. Only 
then will Kennedy be able to bargain 
effectively with Khrushchev. 

Stark facts. Whatever the merits 
of these arguments, there can be no 
doubt that the international patterns 
of the past 15 years are changing 
rapidly and that our weight in the 
world is far less than most Americans 
assumed even as recently as Ken- 
nedy’s inauguration. 

Here are some of the stark facts 
that Washington must reckon with 
today: 

In Southeast Asia, the U.S. has 
been forced into a retreat that won't 
end in Laos unless Kennedy is pre- 
pared to risk a new Korea in that 
area. 

In Latin America, we have had 
to give up any idea of a joint quar- 
antine of Cuba and now face the 
collapse of the Organization of 
American States. 

In the Atlantic Alliance, there are 
serious economic and __ political 
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Soviet Ambassador Menshikov brings 
Khrushchev’s message to White House. 
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State Secy. Rusk, at Geneva, fights to 
save Laos from being taken by Reds. 
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strains, plus deep dissatisfaction 
among our NATO allies with the 
apparent U.S. insistence on still op- 
erating under a strategic concept de- 
veloped in the days of the U.S. 
nuclear monopoly. 

At the United Nations, the U.S. is 
finding it harder to get backing from 
the neutralist nations, and we may 
soon face defeat on Communist 
China’s admission. 

In Washington itself, there is an 
obvious organizational weakness to- 
day in making foreign policy deci- 
sions. Soon after taking office, 
Kennedy abandoned the Eisenhower 
setup, including the Operations Co- 
ordinating Board. But so far, he has 
not substituted anything but the 
“personalized” operating procedures 
that played such a large role in the 
Cuban fiasco. 

State’s role. The State Dept. 
thought at first that under Kennedy 
it would be heading up both the 
policymaking and coordinating jobs. 
But in the Cuban planning, Secy. 
Dean Rusk was included only as one 
of a n. iber of individuals, not as 
the head of the institution that is 
supposed to shape our foreign policy. 

Apparently Kennedy is consider- 
ing the revival of OCB or its equiva- 
lent. But State’s role still seems am- 
biguous. It wasn’t in on Kennedy’s 
decision to meet with Khrushchev, 
although it did handle the diplomatic 
exchanges that preceded the de- 
cision. 

Behind the scenes. The nature of 
these exchanges still is somewhat 
obscure. But here is at least part of 
the story: 

Soon after the international excite- 
ment over the “invasion” of Cuba 
died down, Moscow resumed the 
diplomatic exchanges that Khrush- 
chev and Kennedy had started some 
three months ago. The Russians indi- 
cated that they are ready to treat the 
Cuban affair as a mere episode. 

Meanwhile, Kennedy had become 
worried about the impasse Moscow 
had created in the test-ban talks by 
insisting that the proposed inspec- 
tion system be under the control of 
a three-man board representing the 
Western powers, the Communist 
powers, and the neutrals—with each 
of the three having a veto over any 
inspection. Kennedy didn’t want to 
break off the talks and face the dif- 
ficult decision as to whether to re- 
sume U.S. testing until he had used 
up the last cao available to him. 

Almost at the same time, Washing- 
ton became convinced that Khrush- 
chev planned to push the Berlin 
situation to a new crisis by signing 
a separate peace pada | with East 
Germany before the end of the year. 

Two plays. Assuming Kennedy 


gets no satisfaction out of Khrush- 
chev either on the test ban or Berlin, 
how will the President play things? 
Ask that question in Washington this 
week, and you're likely to get two 
quite different answers. 

According to some of the Presi- 
dent’s aides, the Vienna summit 
would then become a sort of turning 
point in Administration policy. Ken- 
nedy would use it as the occasion for 
a big increase in defense spending 
and a large expansion of our conven- 
tional forces. 

Other officials think of the meet- 
ing as little more than a means of 
keeping the diplomatic channels 
open and a chance for the two chief 
contenders in the cold war to get 
acquainted. 

Failure at U. N. Nowhere in Wash- 
ington do you find the mood of ex- 
pectancy and hope that surrounded 
the Camp David exchanges between 
Eisenhower and Khrushchev. At best, 
it looks like a defensive operation on 
Kennedy's part and one that prob- 
ably won't have much bearing on 
the underlying international trends 
that already have weakened our 
world position substantially. 

Take the outlook in the U.N., 
which reflects some of these basic 
political trends. In this international 
forum, our weight is declining rap- 
idly—so rapidly that the U.S. may 
well be defeated next fall on the 
issue of Red China’s membership. 
That could easily lead to a public 
reaction in this country against U.S. 
membership in such an organization. 

Our difficulty is in getting the 
backing, and not just on the China 
question, of the increasingly large 
bloc of neutral nations in the U. N.— 
the “other third” as these nations 
sometimes are called. Washington 
had hoped until very recently that 
the U.S. could hold most of this 
group on our side by taking a strong 
anti-colonial position and by show- 
ing complete tolerance toward neu- 
tralism. Now it is becoming clear 
that Moscow has outflanked us with 
its “troika doctrine’—the idea that 
the U.N. and many other interna- 
tional operations should be run by a 
body consisting of one member each 
for the West, the East, and the neu- 
trals. 

Latin American road. Washington 
officials are even more worried about 
the way U.S. relations with Latin 
America are shaping up. Today the 
OAS is a mere shadow of its former 
self. It has become little more than 
an umbrella, and perhaps a leaky 
one, for the social and economic de- 
velopment programs Kennedy has 
promised to help finance. 

Before long it is likely that some 
Latin American governments will be 
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taking an openly neutral position in 
the cold war much as India has for 
the past decade. The desire to cut 
loose from Uncle Sam’s coattails is 
gaining strength every day in Latin 
America. 

Before long, too, you probably will 
find Latin American governments 
turning to five-year economic plans 
on the Indian model. That means 
they will be coming to Washington 
regularly, just as India does, to ask 
the U.S. to cover the bulk of their 
foreign exchange gap. 

Risk in Asia. In Southeast Asia, we 
face a different kind of problem— 
one that’s largely military. In this 
area the real question is whether the 
U.S. is ready to risk a Korean-type 
war on the southern borders of Red 
China. 

If Kennedy is not ready to run this 
risk, and it would be politically haz- 
ardous, it is probably only a matter 
of time before the West is pushed out 
of Southeast Asia by Communist tac- 
tics of the Laos variety. For all Secy. 
of State Rusk’s maneuvering at the 
current Laos conference in Geneva, 
there is nothing he can do by di- 
plomacy to save any part of Laos 
from the Communists. 

NATO issues. In the Atlantic Com- 
munity, the situation is different 
again, and vastly more complicated. 
Here, at the core of the free world 
system, there is an intermixture of 
military, political, economic, and 
financial problems that need to be 
solved if the West is to withstand 
the thrust of Communism. 

Kennedy will be up to his ears in 
NATO issues when he talks with 
de Gaulle at the end of the month. 
The President will have to find out 
whether there is any way to absorb 
de Gaulle’s nuclear ambitions for 
France into a setup that would give 
NATO its own nuclear deterrent. 
Kennedy also may try to get de 
Gaulle to give up his ideas of a 
U.S.-British-French directorate for 
NATO—which would have world- 
wide responsibilities—by suggesting 
a special five-power council that 
would add a place for West Ger- 
many and a rotating seat for the 
other NATO members. 

It’s unlikely that any solution can 
be found for the problems that de 
Gaulle poses until the question of 
British membership in the European 
Economic Community is settled 
(BW—May13'61,p40). Here again de 
Gaulle is the key figure. When it 
comes to strengthening the Atlantic 
monetary system, it’s a case of the 
U.S. and Britain jointly trying to 
get agreement from the leading 
Continental nations. In this case, 
fortunately, the outlook is more 
promising. 
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Gold reserve hearing 
off to slow start 


At last minute, proceedings before House Banking 
Subcommittee were postponed for a week. Treas. Secy. Dillon 
and Fed. Chmn. Martin are scheduled to lead off 


The Kennedy Administration’s plans 
to remove the legal requirement of 
a 25% gold backing for the note and 
deposit liabilities of the Federal Re- 
serve System (BW—May1361,p111) 
got off to a rocky start this week. 

On Wednesday, May 17, Treasury 
Secy. Douglas Dillon was slated to 
be the leadoff witness before the 
House Banking Subcommittee 
headed by Rep. Abraham J. Multer 
(D-N.Y.). But at the last minute, 
the hearings were postponed until 
Monday when Dillon and Federal 
Reserve Chmn. William McC. Mar- 
tin, Jr., are scheduled to appear. 

The sudden switch in plans 
touched off rumors that the move 
might be sidetracked entirely, and 
the hearings canceled. But officials 
both at the Treasury and in Congress 
denied that this was the case. 
Though the Administration has 
taken the attitude that the entire 
gold stock is available if necessary 
to defend the international standing 
of the dollar, it wants to remove any 
possible doubt about its readiness to 
meet demands for gold transfers. 

Pressure for change. Pressure to 
eliminate the gold reserve has been 
building steadily. As long ago as the 
fall of 1959, Roy L. Reierson, senior 
vice-president and economist of the 
Bankers Trust Co., said the gold re- 
serve should be dropped. He was 
seconded a year later by Henry C. 
Alexander, chairman of Morgan 
Guaranty Trust Co. More recently 
both the Committee for Economic 
Development and Congress’ Joint 
Economic Committee have added 
their collective voices. The joint com- 
mittee acted without dissent from its 
Republican minority. 

However, the Administration is 
anxious to avoid a political hassle 
over the gold reserve issue, which is 
probably why the hearings were put 
off this week. It’s probable that 
Dillon wants to get in some politick- 
ing before he testifies. 

Actually, even the staunchest ad- 
vocates of keeping the 25% gold re- 
serve requirement admit that it 


hasn't much more than a symbolic 
value. Since 1913, when the Federal 
Reserve System was established, the 
actual gold reserve ratio has only 
twice come close to the required 
ratio. And the last time this hap- 
pened—in 1945—the requirement 
was simply lowered to the present 
level of 25% in order to avoid any 
possible conflict with the law. (It 
used to be 40% against notes and 
35% against deposits. ) 

Origin. The 25% gold requirement 
traces back to the days when cur- 
rency was freely convertible into 
gold coin and when international 
gold flows exerted a dominant in- 
fluence on domestic monetary policy. 

But this “automatic” gold standard 
went by the boards in the years fol- 
lowing World War I. 

Gold is still used to settle interna- 
tional payments between countries 
—but when gold is transferred, say, 
from the U.S. to Great Britain, both 
the Federal Reserve and the Bank 
of England will attempt to neutral- 
ize the impact of the flow. 

Many countries have dropped or 
abandoned legal requirements tying 
domestic currency to the level of in- 
ternational reserves. Canada, for ex- 
ample, has no required backing for 
its dollar at all. And England, in ef- 
fect, has only a nominal require- 
ment. 

Opposing views. Nevertheless, 
there's still a strong group that 
thinks reserve requirements are nec- 
essary. The reasoning is that the re- 
quirement serves as a restraint on in- 
flationary policies, even if only a 
symbolic one. To let reserves go be- 
low the legal level is a warning sig- 
nal, a reminder that inflation is 
threatening. 

On the other hand, Henry Alex- 
ander observes that “nearly $12-bil- 
lion worth [of U.S. gold] is set aside 
as a reserve against something it can- 
not be used to redeem.” He calls this 
“illogical,” and says repeal of the 
gold reserve requirement would lead 
to “a more realistic statement of the 
strength of our gold position.” 
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Senate leader Mansfield, more conserv- 
ative, has buried differences with... 


In Congress 





Democratic whip Humphrey, spokesman 
of left, in united front for Kennedy bills. 





Speaker Rayburn, once thought doubt- 
ful, effectively leads new coalition. 


Pro-Kennedy coalition gains power 


New pattern in Congressional politics, with urban and 
Eastern members of both parties joining forces, 
means President will likely get most of bills he wants 


Pres. Kennedy is beginning to get 
his way with Congress. It looks this 
week as if he will get most major 
points in his legislative program, sub- 
stantially in the form he asks. 

His rising success results from a 
changing pattern in Congressional 
politics. The old GOP-Southern 
Democratic coalition that dominated 
Congress in the waning days of the 
Eisenhower Administration seems to 
be breaking up. A new coalition of 
urban and Eastern members of both 
parties is increasing in power. 

The Democratic Congressional 
leaders (pictures, above), despite 
long-standing differences of opinion, 
are now uniting and proving effec- 
tive in lining up votes for Kennedy. 

Administration leaders, once 
doubtful of House Speaker Sam 
Rayburn’s enthusiasm for the New 
Frontier, point to his almost unquali- 
fied endorsement of the Kennedy 
program. Chmn. Wilbur D. Mills of 
the House Ways & Means Commit- 
tee goes along, but the real test of 
his devotion to Kennedy will come 
in the way he handles the Adminis- 
tration tax plan (page 36). 

Middle roader. Also basic to the 
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success of the Kennedy program, of 
course, is its modesty. The President 
has not proposed much that really 
scares the conservatives. He is com- 
promising, too, where necessary to 
get a bill through—dropping laundry 
workers from coverage of minimum 
wage, for example, and holding back 
on any new civil rights legislation. 

Kennedy, in effect, has usurped 
the middle of the road, drawing 
into the working majority the mar- 
ginal Republicans and Southern 
Democrats who would have opposed 
a more ambitious program. 

New mood. As a result, the slug- 
gish mood of the first three months 
has given way to a “get on with the 
show” atmosphere. Even the loss of 
personal prestige supposedly suffered 
by Kennedy in the Cuban fiasco has 
not demonstrably weakened his 
power with Congress. In fact, the 
Cuban trouble spurred an unprece- 
dented approval of the $600-million 
he asked for Latin America, and may 
help other foreign aid programs. 

By the end of this session the 
President will have come through 
with most of the legislation sought 
by Democrats for years under the 


Eisenhower veto. He will have 
“caught up” with old. Democratic 
demands in social welfare legislation. 
But there will be little new or dra- 
matic. 

Whether the President initiates a 
new cycle in Democratic thinking 
and proposals once the old program 
is enacted remains to be seen. 

Delayed action. Congress’ lagging 
start was due to a protracted fight 
over reorganization of the House 
Rules Committee to put the Ken- 
nedy forces in control—a fight the 
President won by five crucial votes. 

Without much further action, con- 
gressmen went home for spring va- 
cation and came back with a near- 
unanimous report: Kennedy was 
personally popular but nobody was 
steamed up about his program. 

However, in the last five weeks 
Congress pushed through a program 
to aid depressed areas, an increase 
in the minimum wage, and aid to 
Latin America. The House has 
passed bills to lower the Social Se- 
curity retirement age for men to 62, 
raise motor taxes to finance high- 
ways, and double federal granis for 
sewage treatment plants. 
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Rep. Wilbur Mills, in key spot, helps to 


move bills he doesn’t always agree with. 


This week Democratic Congres- 
sional leaders are optimistic about 
enacting a $2.3-billion aid-to-educa- 
tion measure granting money for 
public school construction and, per- 
haps, money for teachers’ salaries. 

Conservative decline. What is 
happening to the conservative 
strength in Congress? 

Conservatives were pinning their 
hopes on the House, where Repub- 
licans last year replaced a number 
of Democrats with conservative Re- 
publicans for a net gain of 21 seats. 
By those odds, opponents of Ken- 
nedy’s New Frontier program should 
have strengthened their margin. 

But when, for example, the de- 
pressed areas bill came up, the Re- 
publicans under the leadership of 
Rep. Charles A. Halleck of Indiana 
lost 31 votes to the Democrats— 
one-fifth of the GOP strength. 

On minimum wage, the Adminis- 
tration lost an early test vote in the 
House by one vote. But Administra- 
tion forces, shocked into action, ral- 
lied and put the final bill through 
230-196. Thirty-three Republicans 
defected to the Democrats. 

Republican shifts. The inroads of 
the Democratic Kennedy forces are 
due basically to Republican loss of 
the White House. Big city Republi- 
cans could more easily afford to 
follow the party line and vote against 
social welfare measures when they 
had a popular President to tell the 
public that these were undesirable 
bills—and promise to veto them. 

Now, Republican congressmen 
have no national party spokesman. 
When they run for reelection next 
year they will be completely on their 
own—on their own voting records 
more than on a party label. For a 
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“Ev and Charlie’’-—Republican leaders Sen. Dirksen (left) 











and Rep. Halleck—try 


to hold conservative coalition by weekly show, but liberal Republicans slip away. 


New York or New Jersey Republi- 
can, this usually means “vote liberal.” 
These Republicans are trying to 
disassociate themselves from the 
GOP image projected by their own 
Congressional leaders—Sen. Everett 
M. Dirksen, of Illinois and Rep. Hal- 
leck. The “Ev and Charlie show’— 
the weékly press conference of the 
GOP Congressional leaders—is al- 
most an embarrassment to them. 
Pressure on Southerners. Ken- 
nedy is also making substantial gains 


among the Southern Democrats. 
When the minimum wage bill was 
up for final vote, White House 


liaison men told labor union lobby- 
ists: “You go after the Republicans; 
we'll take care of the Democrats.” 

Wavering Democrats were re- 
minded that Congress had just au- 
thorized the President to appoint 73 
new federal judges, and congressmen 
were pushing candidates. Congress- 
men with public works proposed for 
their districts got a broad hint. 

The North Carolina delegation, 
which largely opposed a minimum 
wage increase last year, marched 
down the aisle for it this time. Re- 
ports are that Secy. of Commerce 
Luther H. Hodges and his successor 
as governor of North Carolina, 
Terry Sanford, have been telling the 
congressmen the way to get ahead 
in North Carolina politics these days 
is to follow the Administration’s lead. 

Economics is helping the Presi- 
dent convert some Southerners on 
aid to public schools. Southern states 
are finding it increasingly hard to 
raise local funds for schools and are 
dropping their objections to federal 
aid. The Georgia legislature recently 
endorsed federal aid, and Rep. Carl 
Vinson of Georgia, senior member of 


the House delegation, is switching 
to the Administration view. 

Prospects. With this new political 
pattern developing, here’s the status 
for measures now in the works. 

Favorable Senate action is likely 
this week on aid to education, with 
$252-million more than the President 
asked. 

For parochial schools, Democratic 
leaders plan to expand the National 
Defense Education Act, which per- 
mits loans to both private and pub- 
lic schools for equipment in science, 
math, and language classrooms. 

The outlook for action on housing 
measures—perhaps in slightly re- 
duced form—is good. The $3.2-bil- 
fion housing program, including ur- 
ban renewal, more public housing, 
and 40-year no-downpayment loans, 
has passed a Senate Banking & Cur- 
rency subcommittee. 

There seems little chance, how- 
ever, for the President’s tax propos- 
als (page 36) and requests for postal 
rate increases. 

In defense, the Administration 
plans to ask more spending for con- 
ventional warfare weapons and a 
speedup in the space program (BW 
—May13°61,p33). The Senate this 
week went along with Kennedy's 
recommendation to cut $138-millioa 
from B-70 supersonic bombers, but 
added an extra $525-million for long- 
range B-52 bombers. The procure- 
ment authorization, totaling $12.5- 
billion for planes, ships, and missiles, 
now goes back to the House. 

When foreign aid gets to Con- 
gress, a tough fight is expected on 
long-term commitments not requir- 
ing annual approval, but Congress 
is expected to approve plans for re- 
organizing the foreign aid setup. 









































Dream for 
an island 


New Yorkers propose to turn 
unused isle into ‘city,’ 
but project has many hurdies 


Thirty years ago New York’s Welfare 
Island (right), sprawling in the mid- 
dle of the East River, was an incredi- 
ble model of a city penitentiary. 
Gangsters held an unconcealed affec- 
tion for its riverfront jails providing 
a rare choice of suites and a view of 
New York’s skyline. All sorts of busi- 
nesses, including narcotics, flourished 
in the convivial atmosphere. 

Today, most of the island’s build- 
ings are gloomy, empty shells. The 
only activity is in two hospitals on 
the two-mile-long, city-owned island, 
two welfare homes, and Fire Dept. 
training grounds. The rest is like a 
huge ghost city. 

Idea. For New Yorkers with a yen 
to build, the sight of so much unused 
land is painful. So last week a trio of 
them came up with a glamor-strewn 
proposal for transforming Welfare 
Island into a giant, $450-million com- 
munity complex of 20,000 apart- 
ments, to house 70,000 people. The 
three men, who issued their plan as 
chief officers of their East Island De- 
velopment Corp., are Frederick W. 
Richmond, financier; Victor Gruen, 
an architect; and Roger L. Stevens, 
a real estate developer. 

Their picture of a “city” of apart- 
ment houses as high as 30 and 50 
stories (lower picture), with special 
buildings for the elderly, offered 
little immediate hope for apartment- 
hunting New Yorkers. It would take 
seven to 10 years to complete, “de- 
pending on the bureaucratic red tape 
involved.” But, as the backers de- 
scribed it, some day East Island 
would be a quiet haven free of 
automobile traffic, with moving side- 
walks and “Carveyors,” its own 
schools, libraries, shopping centers, 
offices, recreation areas. 

Hurdles. So far, the plan has no 
official approval, though Mayor Rob- 
ert F. Wagner calls it “daring and 
imaginative.” Details are still uncer- 
tain. It aims at low and middle in- 
come tenants; but rental figures 
given range from $50 to $60 a room, 
mentioned in an early brochure, 


Bs. Stabe 





Welfare Island, city-owned, has municipal hospitals and homes, unused jails. 


ee 


down to $20 or $25. Financing is still 
a matter for the future, though an 
application under Title I is being 
considered. 

Moreover, the plan has a rival in 
Terrace City, a project to be un- 
veiled May 25 by Columbia Univer- 
sity’s School of Architecture. Terrace 
City would contain five truncated 
pyramid-like buildings, to be owned 
by the United Nations and house 
20,000 to 25,000 U.N. personnel, 
with a 1,000-room hotel besides. This 
is the brainchild of Prof. Percival 





East Island project would replace it with community of 8- to 50-story apartments. 


Goodman of Columbia and six grad- 
uate students. 

Question. If the glamorous project 
surmounts its other hurdles, it still 
raises difficult questions for New 
York City. Does the city want to sell 
the land? Does it want more high- 
rise apartments, almost in the heart 
of the city, bringing a 4% population 
increase to the area? Strapped for 
money now, does the city wish to 
spend capital for schools, parks, sub- 
way, police and fire stations, then dig 
up money to run them? 











gla 

\ 
cer 
acti 
Eve 
last 
con 
mat 
thor 
that 
duc 
quil 


brol 
Mor 
it v 
the 
ASE 
thou 
shar 
ors ° 
have 
is st 
and 
It’ 
a pu 
tigat 
first 
then 
its fi 
noun 
so m: 
secre 
But ! 
Vesti; 


BUSIN 





Dee a. 








\d- 


act 
till 
PW 
ell 
th- 
art 
ion 
for 


ib- 
dig 











At American Stock Exchange 


SEC broadens its stock 
manipulation probe 


Commission decides to make full-scale investigation 
of ASE concentrating on activities of the 
specialists, but Wall Street takes the news calmly 


This week, after a series of secret 
consultations (BW—-May13'61,p118), 
the Securities & Exchange Commis- 
sion ordered a full-scale investiga- 
tion of the American Stock Ex- 
change. The action stemmed from 
the SEC’s proceedings against Ger- 
ard A. Re, and his son, who were 
among the biggest specialists on the 
ASE before being suspended for 
fraudulent activity (BW—May66l, 
p82). 

Specifically, the SEC investigation 
will make a thorough inquiry into 
the ASE’s ways of doing business, 
concentrating on the activities of the 
specialists, particularly those who 
handle some of the wider moving 
glamor stocks. 

Wall Street itself has been con- 
cerned about the rise in speculative 
activity over the past few months. 
Ever since the bull market resumed 
last November, there’s been a lot of 
comment about the frothy action in 
many stocks. The SEC’s decision, 
though, is the first strong indication 
that the government thinks the con- 
duct of the financial community re- 
quires direct intervention. 

Board reacts calmly. The news 
broke after the close of the ASE on 
Monday. Some brokers expected that 
it would bring a sharp reaction in 
the market. Instead, prices of most 
ASE stocks showed little change, al- 
though trading volume dropped off 
sharply. Said one broker: “If invest- 


| ors were really nervous, they would 


have been selling. I guess confidence 
is strong—both about the economy 
and about Wall Street.” 

It’s unusual for the SEC to make 
a public announcement of an inves- 
tigation. The normal procedure is 
first to conduct a private inquiry and 
then, if action is called for, to make 
its findings public. This week’s an- 
nouncement is due to the fact that 
so many people will be involved that 
secrecy would be hard to enforce. 
But SEC’s staff will carry out the in- 
vestigation behind closed doors. 
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Edward T. McCormick, president 
of the ASE, and Joseph F. Reilly, its 
chairman, met with the SEC in 
Washington before the announce- 
ment was made to the press. They 
issued a statement of their own that 
welcomed “a thorough check of our 
operations at this time because of 
the unwarranted inferences which 
had been made by some as a result 
of the recent action taken by the 
commission against Messrs. Re and 
Re.” 

Brokers split. In Wall Street there 
were mixed reactions. Some brokers 
felt that the SEC was engaged in a 
fishing expedition, and feared that 
the investigation might shake public 
confidence in the whole financial 
community. 

But many others thought that the 
investigation, even if it revealed 
more instances of questionable or 
illegal activity, was in the public 
interest. The fact is that many bro- 
kers are critical of the ASE, where 
price movements on a large number 
of stocks have been subject to big 
fluctuations, both up and down. As 
one broker put it, “Everyone is talk- 
ing about the new yo-yo craze. Well, 
some of the stocks on the American 
go up and down like a yo-yo.” 

Re, Re affair. Most of the ASE’s 
specialists and floor brokers refused 
to make any statements. But in 
private they wondered whether the 
SEC had uncovered other question- 
able cases in their long investiga- 
tion of the Re, Re affair. 

The two Res were charged with 
illegal distribution of over $10-mil- 
lion worth of stock during a six-year 
period at a reputed profit of between 
$2-million and $3-million. Their op- 
erations violated the rules of both 
the SEC and the ASE, and SEC 
officials are concerned that the Res 
continued for so long without the 
ASE being aware of their misconduct 
and taking preventive action. 

The SEC noted that after the Res 
were suspended, they paid $200 a 


ASE Pres. Edward T. McCormick says 


he welcomes a check of its operations. 


week to a temporary specialist for 
handling their list of stocks. Accord- 
ing to the SEC, the temporary 
specialist made a “number of sig- 
nificant trades,” mainly at the daily 
trading close in stocks that the Res 
were manipulating. This week ru- 
mors were buzzing that the Res still 
had a stake in some ASE stocks. 

Stricter policing. Some ASE mem- 
bers admit that its self-policing is 
not so strict as that of the New York 
Stock Exchange. And there’s a sus- 
picion that a considerable amount of 
rigging has gone on in certain issues. 
The main area in question is the low- 
priced stocks, where comparatively 
small swings could be extremely 
profitable. One observer pointed out 
that in reporting the five most active 
stocks, the ASE doesn’t include is- 
sues priced under $1, although they 
are sometimes the subject of the 
heaviest trading. 

Actually, the ASE has been tight- 
ening up on its rules and regulations. 
For example, last month it put 
through a ban on the use of stop 
orders because it felt they had been 
generating wide price movements. 
And after the Re scandal first broke, 
it established new rules governing 
specialists’ activity in over-the-coun- 
ter trading. Now an ASE specialist 
is not allowed to buy or sell off the 
board any security in which he main- 
tains a market, and he cannot ac- 
quire stock for his own account in a 
private placement. 


Club atmosphere. Because the 
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ASE has relatively liberal require- 
ments for listing securities and com- 
paratively modest financial require- 
ments for either floor brokers or 
specialists, its atmosphere has always 
seemed more friendly and relaxed 
than the NYSE. According to one 
broker, “It was a real club, and I 
guess we all winked at a lot of 
things.” And some point out that a 
few specialists were under-capital- 
ized, so if they were squeezed they 
might resort to some questionable 
activities. 

But many ASE specialists believe 
that they are being victimized be- 
cause of the Re revelations. As one 
ASE member put it, “Were being 
treated as fall guys. Why doesn’t the 
SEC look into the new issues mar- 
ket, or what’s going on in the over- 
the-counter market? For that matter, 
a lot of stocks on the big board have 
been going crazy.” 

NYSE. The SEC has no plans at 
present to investigate the NYSE. 
But Keith Funston, president of the 
NYSE, got into the act with a state- 
ment emphasizing its self-policing 
practices. He said: “We believe that 
the public interest requires tough 
policies and vigorous self-enforce- 
ment. While I have no _ specific 
knowledge of the matters the SEC 
proposes to survey in its study of 
the ASE, it is well known that over 
the years the NYSE has built up an 
effective body of rules and regula- 
tions governing the use of its facili- 
ties and the activities of its members 
and member organizations.” 

Behind the scenes, however, offi- 
cials of the NYSE were rumored 
to be making a fresh examination 
of some of the issues registering big 
price changes and heavy trading 
volume on its own list. A member of 
one firm said he wouldn’t be sur- 
prised if the NYSE made a general 
check of members’ finances. 

Ultimate effect. Few brokers think 
that the SEC investigation will lead 
to any wholesale changes in Wall 
Street. But the commission has the 
authority to issue its own rules cov- 
ering the conduct of specialists and 
floor traders on registered exchanges. 
According to Philip A. Loomis, head 
of the SEC’s Div. of Trading & 
Exchanges, which will conduct the 
investigation, one result of the 
inquiry might be a request that 
Congress require the ia to 
enforce strictly their own rules. 

But the SEC isn't sure of just 
what it will find—or what it will 
recommend. And at present there’s a 
wait-and-see attitude on Wall Street. 
As one broker summed up, “We may 
get bruises, but the only way to keep 
the public’s confidence is to make 
sure we run a clean show.” 
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In former Ford dining room, 15 men and a woman (Anna Lord Strauss, on right) 
discuss university use for house. British historian Sir Arnold Toynbee (white hair) 
is fourth on left, beyond Eustace Seligman, George W. Romney, Robert W. Craig. 


Fate of Fair Lane 


Ford’s old mansion 
gets a role in college 


University of Michigan group agrees to recommend 
setting up not just another conference center 
but a place to experiment with conference techniques 


Henry Ford |, a self-made man who 
had no use for formal education 
(he didn’t even let son Edsel go to 
college), was fortunately not present 
this week as educators and their 
advisers from the business world 
debated what use, if any, the Uni- 
versity of Michigan had for his 56- 
room mansion, Fair Lane. 

Five years ago, Ford Motor Co. 
gave Fair Lane and its 210 acres 
to the university, which developed 
part of the grounds as its Dearborn 
Center. But the house, a low pile 
of masonry, and its gardens lay out 
of sight in the trees, idle. 

This week, university officials 
called a luncheon meeting of dis- 
tinguished scholars and businessmen 
(pictures) to consider ways of mak- 
ing Fair Lane “a center devoted to 
the improvement of the quality of 
democratic discussion.” 

Center for experiment. The con- 


sensus—at least no one took issue 
with it when moderator Roger W. 
Heyns, dean of the College of Litera- 
ture, Science & the Arts, summed up 
—was that another conference center 
would be useful to the country not 
as a conference center directly but 
as a center for experimenting with 
the conference technique. 

ve of the guests, it turned out, 
were sharply critical of having still 
another conference center like Arden 
House, Aspen Institute, and the rest. 
The idea of making it an experi- 
mental center might have appealed 
to the elder Ford, but he certainly 
would have bridled at the way some 
of the conferees looked at Michi- 
gan’s gift horse. 

The university faculty proposal to 
set up a place “to crystallize rea- 
soned disagreement, not to achieve 
vacuous consensus in matters about 
which reasonable men disagree” was 
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Over the banister, five conferees view the dark-paneled in- 
terior of Fair Lane: (left to right) Pres. George W. Romney 
of American Motors Corp.; Exec. Secy. Robert W. Craig of 
Aspen Institute; Eustace Seligman, partner in Sullivan & 


termed “an extraordinarily good 
idea, a most refreshing thought” by 
Eustace Seligman, a partner in Sulli- 
van & Cromwell and a director of 
American Motors Corp. 

“The great trouble in conferences 
I've attended,” Seligman said, “is 
that you get people to sign a docu- 
ment that. is emasculated. This 
forum is a wonderful idea, but it 
could be carried out any place, even 
in an office building in Detroit.” 

He added that Amherst College, 
of which he is a trustee, is closing 
its Merrill Center at Southampton, 
L. I. (“twice as beautiful as this”) 
because the trustees cannot justify 
using college funds for so limited 
an educational use. 

David Riesman, Harvard profes- 
sor of social science, also had his 
doubts about “another mansion like 
so many cluttering the landscape.” 

Clearinghouse. Robert W. Craig, 
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executive secretary of Aspen Insti- 
tute, first suggested a clearinghouse 
for conferences. “The thing that ap- 
palls me,” he said, “is that in all the 
conferences I’ve attended, there is 
so much waste motion.” Fair Lane, 
he proposed, should be a place to 
study “the art of conferences, the 
interaction between groups.” 

This idea and the thought of “a 
center for disagreement” appealed to 
Sir Arnold Toynbee, British histo- 
rian. Toynbee is disturbed by the 
growing “submissiveness” of West- 
ern peoples. “No government is 
good,” he said, “unless the people are 
always getting after it.” 

American Motors Corp. Pres. 
George W. Romney countered that 
agreement still is important, that “the 
problem is to achieve unity out of 
diversity.” He maintains that there 
isn't so much agreement as people 
think—“for instance, I personally 


Cromwell; Dean Roger W. Heyns of Michigan’s College of 
Literature, Science & the Arts, moderator of the conference, 
and Dean Floyd A. Bond of the School of Business Admin- 
istration at the university. Decor is Scottish baronial. 


don’t believe in describing our sys- 
tem as capitalism.” (On other occa- 
sions, he has called it “consumer- 
ism.” ) 

Decision. By the end of the day, it 
was obvious that the university will 
find some way to keep the building 
in use, probably with the experi- 
mental conference center. One good 
argument for such a use was ad- 
vanced by Donald Michael of the 
Brookings Institution: It would. be 
easy to get financing for an experi- 
mental center, perhaps not for an- 
other conventional forum. 

Earlier, while the group was still 
groping toward the experimental 
center concept, Michael had asked: 
“I wonder if there is a way to justify 
losing money in an enterprise such as 
this.” 

And Heyns had dryly remarked: 
“We have demonstrated our capacity 
to lose money.” 
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FCC Chmn. Newton Minow lashes out at quality and inadequacies of TV programs 


FCC flicks its whip 
at telecasters 


Minow’s threat to bring networks under FCC licensing 
control unless they upgrade their programs 
brings protest from industry, some praise from admen 


This week, the radio and TV station 
owners who make up the National 
Assn. of Broadcasters were reeling 
from a one-two punch delivered at 
their convention by two _ principal 
speakers—new NAB Pres. LeRoy 
Collins and new Federal Communi- 
cations Commission Chmn. Newton 
Minow. 

Collins, keynoter of last year’s 
Democratic convention, broke with 
association form by jabbing at his 
members for their programing and 
their dependence on ratings. Then 
Minow belted the broadcasters with 
blows aimed at network power, sta- 
tion performance, and programing 
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inadequacies. In one of the most 
critical indictments ever handed the 
broadcasting industry, Minow called 
TV's programing a “vast wasteland.” 

Second thoughts. The broadcast- 
ers, accustomed to comfortable com- 
ments at their annual conclave, were 
outraged, at first. But by this week 
they and the rest of the advertising 
industry had cooled off a bit, and 
were questioning how much power 
their challengers packed in their 
punches. 

In New York, an industry almost 
inured to attacks on program quality 
quickly made at least a showing of 
improvement. For instance, Minow 


had asked: “Is there no room for a 
children’s news show?” By midweek, 
two networks had found room for 
such a show. Privately, the nets ad- 
mitted they are afraid of coming 
under FCC control. 

What Minow means. Minow’s 
speech crackled with phrases worthy 
of his former law partner Adlai 
Stevenson. Diverging sharply from 
his predecessors at FCC, Minow 
directed his thrusts at TV’s low level 
of program quality. He told the 
broadcasters: “It is not enough to 
cater to the nation’s whims—you 
must also serve the nation’s needs.” 
He reminded station owners that 
they hold federal licenses only in 
return for their promise to broadcast 
in the public interest, and warned: 
“Some say the public interest is 
merely what interests the public. I 
disagree . . . your obligations are 
not satisfied if you look only to popu- 
larity as a test of what to broadcast.” 

Collins upbraided his broadcaster 
employers for depending on ratings 
that, he claimed, have yet to prove 
their truthfulness. Minow accepted 
tentatively the accuracy of the rat- 
ings in measuring the size of TV 
audiences, but contended that ratings 
do not measure more important 
audience qualities such as “depth 
of penetration” or “intensity of re- 
action.” 

How to do it. Minow clearly was 
waving both a carrot and a stick 
at broadcasting, but the stick was 
bigger than the carrot. He exhorted 
TV to engage on a do-it-yourself 
project to improve programs. But 
he warned: “Clean up your own 
house or the government will do it 
for you.” 

Minow prodded the networks by 
telling them that he will press the 
current FCC study of their opera- 
tions to a speedy conclusion. This 
hint, coupled with his other state- 
ments, suggests that he will seek 
Congressional authority to bring the 
networks—and not just individual 
stations—under FCC control. 

Time contracts. In another recent 
move, he persuaded FCC to recon- 
sider its decision that it had no 
authority over option time contracts. 
These contracts legally require a 
network’s affiliated stations to carry 
a minimum amount of network pro- 
graming each day. If FCC now de- 
cides that option time contracts are 
illegal, it will knock out a major 
pillar of the network system. 

Minow then reminded the _ in- 
dividual stations that they have to 
prove to FCC every three years that 
they have lived up to their promises 
to broadcast in the interests of their 
local areas. He announced that FCC 
will travel the circuit on these re- 
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“Go and look behind the ranges...” xipiing 


The sun never sets on the oil seekers—the restless 
men whose rock hammers, seismographs and drill 
bits must find the oil the world wants. Growing 
demand for petroleum energy sends them roving the 
remote areas of the globe. Here two Sinclair geol- 
ogists scout above the Arctic Circle in Alaska. 


Last year Sinclair subsidiaries sought nea oil and 
gas in many places. They found new fields in the 


AAPG-Sinclair salutes the American Assoclation of Petroleum Geologists for 
furthering knowledge of the earth’s history and its application to petroleum 


U.S.A., Canada, and Colombia. They were encour- 
aged in Somalia, hopeful in the Sahara. In 1960, 
despite import and other restrictions, Sinclair’s liquid 
hydrocarbon output rose to the second highest point 
in history. Natural gas production set a record. 

Petroleum continues to be our prime energy source. 
Through its oil seekers, Sinclair is storing up reserves 
to meet the future’s insatiable demand for energy. 





Sinc/our 


prospecting. Founded 44 years ago, the AAPG—through its 15,000 members— 


stimulates testing and standardization of geologic procedures and encourages 
education in its field, thus helping build essential energy reserves. 
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newal hearings and literally will 
invite the public to comment on 
the station’s performance. 

Under its new chairman, FCC 
already has designed a new reporting 
system by which the stations must 
keep the commission informed about 
their programing. Minow warned 
the stations that these reports will 
emphasize the individual station's 
performances in actually carrying 
the small amount of public service 
programing the networks now send 
out. He indicated that FCC will 
crack down on stations that drop 
such programs in favor of running 
old movies. 

More competition. Minow struck 
special terror in the hearts of both 
networks and stations when he told 
them: “I believe that most of tele- 
vision’s problems stem from lack of 
competition.” He said that he intends 
to push legislation to open up UHF 
channels for TV, a move that would 
open the airwaves to four or five 


times the present number of stations. 
Minow predicts that this can lead to 
six networks rather than the current 
three, and twice as many stations in 
most cities as are now operating. 
More important, he feels that this 
expanded system would produce a 
diversified TV system offering a 
wider range of programs. 

Reaction. Washington is impressed 
with the 2,000 mostly enthusiastic 
letters, telegrams, and phone calls 
Minow has received since his talk. 
Congress seems likely to move favor- 
ably on his requests for additional 
FCC authority. Congress probably 
will pass a bill to increase greatly 
the powers of the FCC chairman. 

But Minow’s proposal to deny re- 
newal of a station's license on the 
grounds of poor programing will 
face stiff legal resistance. Minow 
probably can carry a majority of the 
FCC on such a precedent-setting de- 
cision. But the commission can ex- 
pect a legal struggle that would 


probably stretch up to the Supreme 
Court. 
The basic issue would pit two fun- 


damental tenets of our system 
against each other: the government's 
duty to insure proper use of a scarce 
public resource—the airwaves—vs. 
the First Amendment's guarantee of 
freedom of the press. 

Admen speak up. While networks 
complain, especially about the UHF 
proposal, Madison Avenue response 
is more favorable. George Gribbin, 
president of Young & Rubicam, Inc., 
agrees that increasing the number of 


stations would induce greater diver- 


sity in programing, but notes that 


adding more networks might work 


in the opposite direction—perhaps 
lead to lower quality. Newman 
McEvoy, senior vice-president of 


Cunningham & Walsh, Inc., wel- 


comes the proposal as a way to make 


TV a more varied and useful me- 
dium for both listeners and adver- 


tisers. 


Tax plan draws more brickbats 


Witnesses for industries that are supposed to get 
principal benefits from Kennedy’s proposal say incentive 
is needed but this is wrong way to provide it 


Buyers and sellers of capital goods 
—who are supposed to benefit from 
the Administration’s $1.7-billion tax 
credit scheme to modernize U.S. 
plant and equipment—are telling 
Congress they would really prefer 
something else. 

They sounded forth loud and clear 
as the House Ways & Means Com- 
mittee was winding up five days of 
hearings this week on the proposal 
to allow up to 30% cut in a com- 
pany’s yearly tax bill, depending on 
its spending and its depreciation 
allowances. 

Among those heard from: the Ma- 
chinery & Allied Products Institute, 
the U.S. Chamber of Commerce, the 
Bridgeport Manufacturers Assn., 
American Telephone & Telegraph 
Co., the Committee for Economic 
Development, and about 50 other 
witnesses including public account- 
ants, professors of taxation, invest- 
ment experts, and the AFL-CIO. 

Lone voice. Investment counsel 
Imrie de Vegh, of New York’s De 
Vegh & Co., stood alone in saying 
that the Treasury’s investment credit 
proposal would “produce the largest 
amount of new investment per dollar 
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of revenue lost” to the Treasury. Vir- 
tually every other witness found 
serious flaws and future problems— 
and urged the committee to enact 
some form of liberalized depreciation 
allowance. 

George Terborgh, representing 
the Machinery & Allied Products In- 
stitute, whose members have a large 
stake in any government-stimulated 
plant modernization program, took 
this position: 

The incentive and stimulant is 
needed—but not the Administration 
proposal to allow a 15% tax credit 
for spending that exceeds a com- 
pany’s depreciation allowances, and 
a 6% credit for spending that is 50% 
to 100% of its depreciation account. 
He argued that this system “is as 
complicated as it is novel,” it opens 
the door to litigation, and it would 
tend to put more swing into the busi- 
ness cycle by giving greater stimula- 
tion at the top of a capital goods 
boom and less during a recession. 

Across the board. For these and 
other reasons, MAPI recommended 
—if the tax credit method is to be 
adopted—that it take the form of a 
straight across-the-board _ percent- 


age allowance on all spending for 
capital goods, without regard to the 
companys depreciation accounts. 
This would at least be “neutral,” so 
far as the business cycle is con- 
cerned. Terborgh said at least a 10% 
rate is needed. 

However, MAPI would prefer 
“one of the simplest quick-acting 
devices”—a 30% initial write-off on 
all new investment in plant and 
equipment. At present a 20% initial 
allowance is permitted, as an aid to 
small business, but it can be applied 
only on spending up to $10,000. 

Joel Barlow, tax lawyer for the 
firm of Covington & Burling, spoke 
for the U.S. Chamber of Commerce, 
favoring lifting the $10,000 on the 
20% initial allowance, which he said 
would take into account the extra- 
ordinary “first-year obsolescence” of 
new equipment purchases. 

The cost. Ways & Means Chmn. 
Wilbur D. Mills (D-Ark.) was told 
that the 10% across-the-board tax 
credit would cost $2.5-billion in 
revenue the first year; the 20% initial 
allowance with no ceiling, $2-billion, 
and the 30% initial allowance, $3- 
billion. 
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PROTECTION IN DEPTH 


| How it helps cut compensation costs 























Knocking months off the time a man is laid up 


Heavy lifting and falls account for roughly 40 per 
cent of the injuries treated each year at Liberty 
Mutual’s two rehabilitation centers. Many of these 
are ruptured spinal discs which require an intricate 
operation. 

Then comes rehabilitation. The program may last 
from six to eight weeks. Therapy includes heat, mas- 
sage, swimming, workouts with barbells, chest pulleys, 
a bicycle machine — and scientific exercise of the 
back, legs or arms on an Elgin table. Without treat- 
ment like this it might be many months before a 
patient could go back to work. 


Look for more from 


Much of Liberty’s protection in depth aims at stop- 
ping accidents before they happen. A staff of indus- 
trial hygienists, for example, help policyholders con- 
trol losses from heat, radiation, dust or noise. Safety 
specialists help policyholders set up employee training 
programs and instruct supervisory personnel. 

Last year Liberty’s protection in depth was a vital 
factor in enabling Liberty’s workmen’s compensation 
policyholders to save many millions of dollars. To learn 
how the many services of protection in depth can help 
lower your compensation and public liability insur- 
ance costs, call the nearest Liberty Mutual office. 











LIBERTY MUTUAL 


the company that stands by you 





LIBERTY MUTUAL INSURANCE COMPANY « LIBERTY MUTUAL FIRE INSURANCE COMPANY « HOME OFFICE: BOSTON “SW 4 
Personal Insurance: Automobile, Fire, Inland Marine, Burglary, Homeowners * Business Insurance: Workmen's Compensation, Liability, Group Accident and Health, Fire, inland Marine, Fleet, Crime 























In business 


Woolworth, Kresge, and wholesale house 
to enter the discount field 


Two more major retail organizations and a wholesale 
mail order house are joining the trend to discount mer- 
chandising (BW—Apr.29’61,p112). 

F. W. Woolworth Co., in a surprise announcement at 
this week’s annual meeting, told stockholders it was 
opening a chain of discount houses with a minimum 
of 60,000 sq. ft. per store. 

After the announcement, the New York Stock Ex- 
change had to suspend trading in Woolworth stock as 
a result of the rush of buy orders. Then the stock re- 
opened at $74.13, up $6.13. 

The S. S. Kresge Co. chain opened its first discount 
unit outside its headquarters city, Detroit. 

General Merchandise Co., Milwaukee wholesale mail 
order house that supplies some 350,000 merchants, will 
open the first of nine self-service units Nov. 1, in Apple- 
ton, Wis., in an initial program costing $5-million. 


New Haven RR bailed out again 
as Massachusetts forgives taxes 


Once again the New Haven RR has been pulled back 
from the brink of financial calamity. The Massachusetts 
legislature passed a bill to forgive $1.2-million of the 
road’s state taxes annually for three years. The measure 
is similar to those already passed by New York, Con- 
necticut, and Rhode Island, the other states served by 
the hard-pressed road. Total relief will amount to $6.2- 
million annually. 

Also this week the Interstate Commerce Commission 
agreed to guarantee an additional $1.5-million loan to 
tide the New Haven over until tax benefits can be felt. 
This raises to $23.2-million the total amount the road 
has borrowed since March, 1959, under the ICC loan 
guarantee program. 


Supreme Court to review order 
against food broker who cut his fee 


The U.S. Supreme Court has agreed to take a second 
look at a Federal Trade Commission complaint against 
a food broker who agreed to reduce his fee in return for 
a lower price. 

Last year, the court held that Henry Broch & Co. 
violated the Robinson-Patman Act in reducing its brok- 
erage fee to 3% from 5% as part of a price reduction of 
5¢ a gal. on apple concentrate being sold to J.M. 
Smucker Co. by Canada Foods, Ltd. FTC then ordered 
Broch to halt all such practices. Broch claimed this 
order was too broad, and a U.S. Court of Appeals 
agreed. This is the decision that the Supreme Court 
will review. 

In another action, the court refused to intervene in a 


Bill 


decision by the Vermont State Supreme Court that it 
was unconstitutional for a school district to make tui- 
tion payments for children in Catholic parochial 
schools. This ruling holds only in Vermont, and doesn't 
clear up similar controversies in other states. 

In a third decision, the Supreme Court held that 
embezzled money is taxable under the 1939 and 1954 
internal revenue codes. This reverses a 1946 decision. 
However, because of the earlier ruling, the court held 
that a former union official who had embezzled union 
funds could not be prosecuted for income tax evasion. 


Textile industry asks OCDM to rule 
imports are a national peril 


Nine U.S. textile associations have asked the Office of 
Civil & Defense Mobilization to rule that textile im- 
ports are endangering national security. Under the Re- 
ciprocal Trade Agreements Act, the President has broad 
powers to act against imports once OCDM has made 
such a finding. 

The plea came close on the heels of Pres. Kennedy’s 
order of an eight-point program to aid domestic textile 
manufacturers—and his pointed reference to the possi- 
bilities of the OCDM procedure. But no action by 
OCDM is expected until the State Dept. has had time 
to work on the President’s other suggestion that it 
seek voluntary international controls over the flow of 
textiles. 


Westinghouse guards its virtue 


Westinghouse Electric Corp. has appointed a blue-rib- 
bon outside “board of advice” to help make sure that 
its executives con't again run afoul of the antitrust laws, 
Pres. Mark W. Cresap, Jr., told the Senate Antitrust 
and Monopoly Subcommittee this week. The group in- 
cludes Dean Erwin N. Griswold of the Harvard Law 
School, Prof. Saul Chesterfield Oppenheim of the Michi- 
gan Law School, Dean Eugene V. Rostow of the Yale 
Law School, and Dr. A. D. H. Kaplan of the Brookings 
Institution. 


Business briefs 


For the first time in 167 years, Philadelphians and Pitts- 
burghers will soon be able to buy a drink on Sunday— 
but only in hotels. This small chink in Pennsylvania's 
massive blue laws was voted by the two cities this 
week, under a local option law passed a year ago. 


Airlines flying cargo across the Atlantic finally agreed 
on reduced rates this week after nine months of trying 
(BW—Apr.1’61,p24). The key feature of the new tariffs, 
scheduled to go into effect Sept. 1 if the various govern- 
ments ratify them, is a series of “weight breaks” where- 
by prices per pound are lowered as over-all volume in- 
creases. The maximum reduction between New York 
and London, for example, will be as much as 65%. 
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New Frontier 
pauses for 
fresh start 


Kennedy delays 
major message 


Old promises, 
new methods 


Khrushchev is 
target of 
new toughness 


Washington outlook Bi! 


May 20, 1961 


Significant changes of tone and method are occurring in the way Pres. 
Kennedy confronts his problems. 

The glamor, the excitement, the high hopes of the take-over period are 
gone. The pace is slower. 

Swift and easy solutions to the country’s problems are no longer expected. 

Some of the key decisions and attitudes of the weeks immediately after 
the inauguration are being revised as Kennedy and his top aides adjust to 
the long pull. 


For weeks Kennedy has been pondering a new State of the Union mes- 
sage, either written or delivered personally to Congress, to bring these 
changes into focus. 

At midweek, such a message seems near at hand though the final decision 
has not been made. 

Why the hesitation on Kennedy’s part? It’s a matter of timing. 

First the message was held up for a look at the economy in late April. Then 
the Cuban fiasco forced a period of reassessment. Now it looks as though 
Kennedy wants to make a report to the country before starting on his 
European trip. 


For background, recall the major issues of last year’s Presidential cam- 
paign as seen by Kennedy. 

He made two major promises: to reduce unemployment, and to advance 
U.S. prestige as leader of the Free World. 

Unemployment is down some from where it was at inauguration time. But, 
at 6.8% of the labor force, it is still far above the Kennedy goal of 4%. 

U.S. prestige abroad has suffered two hard knocks under Kennedy—in 
Cuba and now in Laos. Others are coming, as Kennedy frequently warns. 

The changes in thinking are directed to these problems. New ways are 
being sought to make good on the commitments of the campaign. 

The target is to have solid achievements on both counts, if possible, before 
the Congressional election next year. 


The biggest change is toward Khrushchev. 

Early hopes that Khrushchev could be induced to lessen cold war tensions 
are on the wane. A new toughness colors policy decisions in many areas. 

The first Kennedy military budget is being revised upward, with more for 
local war strength. 

Spending for space is being sharply increased. There’s open talk that we 
are racing the Soviets for the moon, where the original policy was to play 
down any idea of direct competition. 

Kennedy is going in for personal diplomacy. He used to criticize Eisen- 
hower for this. Now he has a busy travel schedule himself, sends Vice-Pres. 
Lyndon B. Johnson to Southeast Asia, and keeps Secy. of State Dean Rusk 
shuttling between» Washington and foreign capitals. 

Events abroad have gone against Kennedy; his judgment has been faulty, 
and his luck bad. 

This is the area of greatest gap between the promises of the campaign and 
th performance of the New Frontier. 
































At home, the 
breaks go 
to Kennedy 


if JFK backs 
ataxcut... 


McNamara: How 
thick the hide? 


Dillon’s hand 


Looming surplus 


Washington outlook continued 


At home, events are running in Kennedy’s favor so far. 

Kennedy gambled on a short recession—and won. 

The Administration hasn’t decided yet just how to read the recovery 
signs. 

The Council of Economic Advisers talks about a quite moderate expan- 
sion this year, with a big remaining backlog of structural unemployment. 

Treasury Secy. Douglas Dillon this week held out hope for a more 
rapid climb. If Dillon turns out to be the better prophet—and there are 
signs he may be right—then hard-core unemployment could be melting 
at a satisfactory pace by mid-1962, well ahead of the elections. 

With unemployment declining, Dillon would be better able to advance 
the case for lower personal income tax rates as the key to sustained and 
rapid economic growth. 


A shuffle of long-held political positions will follow if tax rate reduction 
becomes New Frontier doctrine. 

For a generation, Democrats have tended to be spenders, not tax cutters. 
Kennedy himself has leaned that way. 

There have been three tax cuts since World War II, and each time the 
party in power lost the next Congressional election. 

Most political professionals decided that spending—the new highway, 
the dam, the post office building—has more appeal to voters. 

Democrats will find it hard to change. 


Defense Secy. Robert C. McNamara is feeling the full heat that goes with 
public office—the first of Kennedy’s Cabinet officers to do so. 

McNamara has made the tough decisions, such as cutting back the atomic 
bomber and the B-70 project. He has installed a new budgeting process 
(BW—May761,p48) that—if it sticks—will upset tradition. 

All this arouses opposition. 

The entrenched defense establishment—it includes the military brass, 
influential members of Congress, backers of particular weapons and projects 
—is fighting back. 

Predictions are heard that McNamara will be the first Kennedy appointee 
to quit. 

Kennedy still backs McNamara. 

The question is whether McNamara has the tough hide that—next to 
a sympathetic President—is the bureaucrat’s best friend. 


Secy. Dillon, rapidly on the rise as a power in the Administration, has 
asked 30 leading economists to a two-day conference in the Treasury 
Dept. next week. Seymour Harris, Harvard economist, is in charge. It’s a 
move that could strengthen Dillon’s already powerful hand in shaping 


economic policy. 


The possibility of a $10-billion surplus in the federal budget for the fiscal 
year beginning July 1, 1962, is being discussed by Administration econo- 
mists. 

Members of the Council of Economic Advisers say if any such surplus 
develops it should be used three ways—partly for debt reduction, partly 
for more spending, and partly for tax reduction. 


Contents copyrighted under the general copyright on the May 20, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 

















MARKETING 


Anew pattern 
for selling steel 


To stop inroads by other materials in its markets, the industry 
is adopting more aggressive promotion tactics. 
U. S. Steel’s broad program stresses ‘selling in depth’ 


For 11 years, steel production has 
averaged 100-million tons a year— 
and that figure won't change by one 
percentage point this year or next. 
That’s why you now find steel being 
merchandised as _ intensively as 
toothpaste, cigarettes, or household 
detergents. 

Since 1949, steel has raised its 
capacity well more than one-half. It 
has doubled its assets, tripled its 
debt, doubled the cost of an hour’s 
work—and each of these trends con- 
tinues today. 

Ferocious competition. Yet never 
has steel had to compete so hard 
against other materials producers— 
and also foreign steelmaker$ (page 
157). This is particularly true in mar- 
kets that, before the Korean War, 
steel practically owned. Three of 
them—cars, containers, and con- 
struction, which jointly account for 
about 50% of all steel use—are tar- 
gets of ferocious competitive attack. 
Of necessity, they now are the focus 
of steel’s calculated cultivation. 

Study steel’s last 11 years and 
assess its present competitive posi- 
tion. If you do, youll be a little 
startled that the industry wound up 
as well off as it is in today’s com- 
petitive jungle. 





1. Catching up 


During the 1950s, steel’s principal 
competitors—concrete, plastics, and 
aluminum, and particularly the lat- 
ter two—came fully of age. This 
was because the structural material 
market underwent an unparalleled 
technological upgrading that de- 
manded different and better physical 
properties. And the makers of mate- 
rials that compete with steel can take 
part of the credit for this develop- 
ment themselves. 

But, during most of this period, 
steel’s principal concern was to raise 
supply to demand. Thus, when the 
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market emphasized progress, steel 
was concentrating on volume. 

New attitude. Even so, steel’s a 
tougher competitor, today, than ever. 
It's marketing new products—most 
at prices or costs equal to or below 
those they replace. It’s selling im- 
proved properties. It's opening new 
applications, promoting its. custom- 
ers products even in consumer mar- 
kets. 

It’s involved, on the one hand, in 
long-term, supplier-image-building 
campaigns and, on the other, in spot 
promotions as topical as a depart- 
ment store sale. It’s doing marketing 
spadework as tedious as rewriting 
municipal building codes. And yet it 
recently proved nimble enough to 
snatch a new market, dependent on 
light weight, away from a competitor 
that had a lighter material and a 
head start. 

Steel marketing today, in short, 
fits the 75-year-old pattern of steel 
selling that prevailed in 1950 about 
the way a saddle fits a cow. 


Il. Dollars, not tons 


About the time steel production 
confirmed its breakout from the 
money-losing levels of November 
through February, U.S. Steel Corp. 
launched a marketing series—still 
not complete—it couldn’t possibly 
have staged three years ago. Thus 
far, the program has included these 
gambits: 

« A _ stainless-and-alloy-steel-cov- 
ered railroad hopper car lighter 
than conventional cars. It was de- 
signed to end the cleanliness prob- 
lems that raise costs with conven- 
tional steel-covered hoppers. 

» A technical seminar for 600 de- 
signers calculated to show them the 
most extensive plate heat-treating 
equipment in the world and acquaint 
them with the availability and use- 
fulness of a broad line of new, 
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For industry, U.S. Steel introduced a 
lighter tinplate to boost its sales. 
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for building wire fences. 





For builders, U.S. Steel offers a stain- 


less steel threshold that is durable. 


vss 


For new products, such as this ducted 
air car, USS has a tough, light steel. 
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For agriculture, it developed a machine 


























HOW TO OUTBID 
YOUR COMPETITION 
FOR SCARCE, 
HIGHLY SKILLED 
PEOPLE 


Bid Geographically, Not Economically! 
Attract Personnel With the 
Proved Pulling Power of a Job in... 


DAYTONA BEACH, 
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If you hire highly skilled, hard-to-hold people, and if you’re reaching 
the point where luring them with added economic incentive is no 
longer practical, consider the advantages of a geographic bid for 
their services. 

Daytona Beach, Florida, has repeatedly demonstrated its un- 
canny magnetism for highly skilled people. Daytona’s status as one 
of the world’s leading resort areas gives it a marked advantage over 
other communities seeking industrial growth. Daytona’s advantage 
is a simple one — PEOPLE WANT TO LIVE THERE! This means 
that workers place a higher value on and take more interest in their 
jobs. 
Let us tell you the complete story of Daytona’s desirability. 

We'll be happy to document our claim of demonstrated success and 
discuss the specialized personnel needs of your business. 
IF YOU’RE SERIOUS ABOUT RELOCATING OR EXPANDING IN 
THE DAYTONA BEACH AREA, FILL US IN ON YOUR PERSON- 
NEL NEEDS. WE’‘LL DEMONSTRATE, AT OUR EXPENSE, THE 
TREMENDOUS PULLING POWER OF THE DAYTONA AREA FOR 
ANY SPECIALIZED SKILL YOU REQUIRE. 
Having solved your personnel problems, you may find that 
en ali duties, too, are more pleasant when you live at Daytona 
each. 
SS i i a Ss ca 
DAYTONA BEACH AREA COMMITTEE OF 100 “| DAYTONA BEACH AREA 
CHAMBER OF COMMERCE BUILDING, SECTION 503 


DAYTONA BEACH, FLORIDA 


Please send me your economic survey of f 
| the Daytona Beach Area. 
Please contact me for a confidential 
| discussion of specialized personnel needs 


in my business. | 
NAME rams 
TITLE B 


/ COMPANY. 


CITY. ZONE... STATE. 
LL. eee om es es ee ee ee we ree oe 
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In the 1950s, somebody 
realized that steel consumption 
was on a plateau... 


Story on page 47 


higher-strength constructional steels. 

* A highway hardware exhibit 
drawing on 10 U.S. Steel divisions 
for products ranging from concrete 
aggregate and cement to_high- 
strength steel bolts by way of drain- 
age systems, signs, fencing, guard 
rails and ropes, reinforcing material, 
and improved construction equip- 
ment. 

There have been others and there 
are more to come. All of them are 
only the current promotions of a 
company that has become as aggres- 
sive—other than in pricing—as its 
aluminum competitors have been in 
promotional selling for some years. 

Sales concept. These flashy new 
product promotions, though, are just 
the visible part of U.S. Steel’s total 
marketing program. Broadly, that ef- 
fort is called “selling in depth,” and 
it’s described thus by USS Sales 
Vice-Pres. Howard J. Mullin: 

“In this approach, we commit our 
entire management to following 
every avenue we properly can to 
everyone having influence in the se- 
lection of the material for any pur- 
pose where steel may serve. If we 
can create a preference for steel, we 
follow those same avenues in an ef- 
fort to create a preference for steel 
produced by U.S. Steel.” 

Order analysis. Basic to all this is 
a program of “order analysis’—the 
seller's equivalent of purchasing’s 
“value analysis.” One recent example 
found USS suggesting to an automo- 
tive buyer a higher-strength steel 
that saved the customer $13 per ton. 
Another example: Better gear steels 
saved another automotive customer 
$28 per ton in extra charges. In still 
another automotive case, a salesman 
suggested an alternate steel, at a 
$3-a-ton saving, without leaving the 
purchasing director's office. When it 
was applied, it yielded further manu- 
facturing savings. 

U.S. Steel, in short, is working 
dead seriously at selling its custom- 
ers the means to manufacture a bet- 
ter product at a lower cost. Steel's 
old tonnage concept of selling is 


dead. 
lll. A different industry 


Sophisticated marketing, as op- 
posed to dividing up tonnage, isn’t 
peculiar to U.S. Steel even though 
relatively few producers have car- 
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WITH DUST FILTERS TUNNEL-TYPE BOOTH 


from DeVilbiss have high paint-trapping efficiency . . . easy to install, 


operate, clean. They’re part of DeVilbiss’ complete line of matched equipment for coating and finishing that 


includes: airless, conventional, hot-spray outfits; automatic spray, dip and flow coaters; air compressors, 


air and fluid hose, ovens, spray washers, air-replacement units, complete “turn-key”’ finishing systems. 


FOR TOTAL SERVICE, CALL 


DeVILBISS 


y) 


Talk to DeVilbiss about all your 
spray-coating requirements 








Good looking... 
simple...efficient 


—the new line of 
Allen-Bradley 
starters 


New Bulletin 709 
Across-the-Line Starters 
Provide More Millions of 


Trouble Free Operations. ) 4 a6) 6) 


The greatest advance in motor contro/ in 30 years! 


Everything about these Bulletin 709 motor starters is new. They’re small— 
yet they will outlast any starter now in the market—many times. The new, 
patented, high efficiency magnet is cushioned to reduce shock and wear. 
The new coil is encapsulated for protection against mechanical damage and 
corrosive atmospheres. The new hot molded arc hood confines the arc and 
increases interrupting capacity. New weld-resistant, cadmium oxide silver 
contacts close and seat firmly—the sliding motion that causes wear has been 
eliminated. The new overload relays are both trip-free and tamperproof— 
but use the old Bulletin 709 heater elements you have in stock. The smart 
new enclosures—designed by Brooks Stevens—are a distinct sales asset on 
any machine or in any installation. Why not write for more information 
today to Allen-Bradley Co., 1202 S. Third Street, Milwaukee 4, Wisconsin. 


ALLEN -BRADLEY 


Member of NEMA 


Quality Motor Control 
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ried it so far. That it exists at all is 
proof that fairly early in the ‘50s, 
somebody realized that steel con- 
sumption was on a plateau and that 
when the capacity shortages finally 
were mastered, steel would be com- 
peting in a vastly different market. 
For example: 

= Eleven years ago, research 
among carbon steelmakers was quite 
limited, often perfunctory. Since the 
mid-50s, though, steel has embraced 
research with a passion. Already, it 
has generated products its competi- 
tion will be hard put to beat and cost 
savings that have helped steel stop 
narrowing the price margin between 
steel and its competition. 

# While they caught up with de- 
mand, steelmen also had the good 
sense to spend heavily on new and 
advanced finishing equipment with- 
out which theyd be vulnerable 
today. Continuous annealing for 
electrolytic tinplate is a major exam- 
ple. Continuous galvanizing and alu- 
minizing lines and other methods of 
coating or decorating light, flat- 
rolled product, quench and temper 
facilities for both pipe and _ plate, 
vacuum melting and degassing, and 
continuous bright annealing are 
gd It’s a long, highly competitive 
ist. 

» At least as significant as the in- 
vestment in research and improved 
products was the investment in mod- 
ern marketing. Widely, steel is 
thought to have copied aluminum on 
this score during the late ‘50s. The 
fact is that U. S. Steel organized its 
market development group in 1938 
and, when it then adopted a product 
label, was the second in steel to do 
so, following Armco Steel Corp. 
Early in the ‘50s, it organized Opera- 
tion Snowflake, a retail promotion of 
major appliances. Out of that 
evolved U.S. Steel’s Steelmark, an 
industry product label now, and 
the broad marketing program that 
the corporation had ready when 
steel had to be sold (BW—Mar.29 
08,p88). 


IV. The big aluminum push 


To anyone who follows either in- 
dustry even superficially, aluminum 
seems far to have outdistanced steel 
in promotional marketing since, say, 
1956. And indeed, in publicizing its 
program, aluminum certainly has. 
Even U.S. Steel marketers concede 
they didn’t tell enough people 
enough about their efforts. By 1958, 
aluminum already was deep into ag- 
gressive publicizing of its intensive 
promotional marketing campaign. 

But, particularly at U.S. Steel, you 
can get quite an argument as to 
whether aluminum has gone farther 
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IT’S EASY TO SEE 






... because new IC INSTANT COPY PAPER makes easy-to-read 
copies on Thermo-fax machines. Now you can have clear, 
clean copies that are fade-resistant . . . don’t get brittle 


: ... Wax-free, too. In just seconds your own test 
HE HAS THE i | : 








use on 
Thermo-fax 
machines 


will prove IC best! Available through quality 
office supply dealers in white and colors, or write us 
for more information and a demonstration. 


Attach this coupon to your Company letterhead and send to: 


Dept. B, INTERCHEMICAL Corporation, 
Copying Products Division, 417 East 7th St. 
Cincinnati 1, Ohio 


NAME ae 
COMPANY 
ADDRESS ie 


[_] We would like a demonstration. 











[_] Please send further information. 
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THE AMERICAN APPRAISAL COMPANY 
525 East Michigan Streef, Milwaukee 1, Wisconsin 


Dear Sirs: Please send me a copy of your current 
brochure, “The Mark of Experience and Judgment in 
Interpreting Value.” Also add our name to your list for 
regular receipt of your Clients’ Service Bulletins. 


Company 


Address 


The coupon above, or a brief note 

to our Home Office, or one of 

our 18 District Offices, will bring your 
copy by return mail. There is, 

of course, no obligation whatever. 


MERICAN puta 
PPRAISAL 


COMPANY. _ Petit 


Home Office: 525 E. Michigan St., Milwaukee 1, Wisconsin 
Established 1896—World’s Largest Appraisal Authority 


MARKETING 


;- “IF YOU ARE PLANNING TO: 


® BUY 

@® SELL 

@® MERGE 

@® FINANCE 

@® INSURE PROPERTY 
® CLAIM A FIRE LOSS 
@ PAY TAXES 


® SET UP PROPERTY 
RECORDS 


...1n short, if you are a decision- 
maker, you should have 


| 


this brochure. 


It will show how 
you can benefit from the experience, 
judgment, reputation, and worldwide 
acceptance of AMERICAN APPRAISAL'’s 
unique valuation processes.” 


Atlanta Jacksonville 
Baltimore Kansas City 
Los Angeles 
New Orleans 
Chicago New York 
Cincinnati Philadetphia 
Cleveland Pittsburgh 
Dallas St. Louis 
San Francisco 


also 
Canadian Appraisal Company, Ltd 
Montreal and Toronto, Canada 





—or as fast—in customer and con- 
sumer-oriented marketing of raw 
materials. 

“Before the war,” says USS market 
development director Robert C. My- 
ers, “steel grain bins were unheard 
of. Shortly after the war, U.S. Steel 
designed one, got Agriculture Dept. 
design approval, lined up manufac- 
turers. Since then, this company 
alone has sold more than 2-million 
of an industry total of 5-million tons 
of product in that market—practi- 
cally one grade, one size, one finish 

and we didn’t compete with our 
customers or cut our prices in doing 
a 

Pricing policy. This marks a major 
difference between steel and alumi- 
num and their promotional market- 
ing drives. Quite widely, aluminum 
has resorted to “commodity pricing,” 
with very low rates set for specific 
products aimed at specific applica- 
tions. Widespread and growing at a 
time when aluminum supply far out- 
stripped demand anyway, this prac- 
tice has contributed to the price 
demoralization that has hit aluminum 
earnings hard in the last two years. 
Steel, and most resolutely U. S. Steel, 
has spurned promotional pricing. 


V. New products 


Meanwhile, all steel producers 
continue bringing out new products 
that fill in gaps in their lines, up- 
grade performance, cut costs. Some 
of the more important are these: 

* Double-reduced tinplate, half as 
heavy as conventional tinplate, that 
competes directly with aluminum. It 
was introduced by U.S. Steel, with 
most tinplate makers quickly follow- 
ing suit. 

» Automotive package, introduced 
by Allegheny Ludlum, consisting of 
bright annealed stainless strip, a 
stainless designed especially for auto 
mufflers, and a copper-molybdenum- 
chrome stainless designed to with- 
stand de-icing compounds. 

# One-coat enameling steels, pi- 
oneered almost in parallel by Inland, 
Armco, and Bethlehem, that elimi- 
nate the ground coat of enamel, 
making the product less expensive, 
much more competitive. 

« High-strength constructional 
steels. 

« Columbium-treated steels, which 
were brought out by National Steel. 

« Dual Weight drill pipe, a Pitts- 
burgh Steel development, that re- 
duces the weight of a rotary drill 
string while retaining the strength of 
conventional drill pipe. 

« New auto bumper steel, de- 
veloped by Jones & Laughlin, that 
cuts manufacturing costs, provides 
a better bumper. End 
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WHAT RETURN 

ON INVESTMENT 
CAN YOU EXPECT 
FROM FACTORY 

AIR CONDITIONING ? 


A prominent electronics firm reports 
an annual return of 30%. 


A large machine tool company — 26%. 


A famous women’s blouse maker — 33%. 


A well-known leather goods producer — 37%. 


A leading watch manufacturer — 68%. 


IN ALL OF THESE CASES... 
.. worker morale was boosted 
.. productivity went up 
.. absenteeism went down 

. labor turnover was reduced 


. product quality improved. 


Will air conditioning do the same for you? 


The “Carrier Investment Analysis” 
will enable your engineer or consultant 
to provide the answer in a matter of hours. 


Write for this engineering guide to 
Carrier Air Conditioning Company, 
Syracuse 1, New York. 


In Canada: . 
Carrier Air Conditioning Ltd., Toronto 14. 
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Air Conditioning Company 
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New promotion twist 


Regional bait for national 
ad spells success for 
Gibson Refrigerator push 


“We call it merchandising, not ad- 


vertising.” 
That's the way William C. Conley, 
president of Gibson Refrigerator 


Sales Corp., describes his company’s 
first venture into national consumer 
media (picture, left). 

Though no novice at razzle-dazzle 
promotion, Gibson, a subsidiary of 
Hupp Corp., has depended up to 
now on dealer-distributor flings, such 
as its $l-million contest trips to 
Puerto Rico or Hawaii (BW —Sep. 
26'59,p109). Conley decided to take 
the consumer plunge when he dis- 
covered a way to use national adver- 
tising to meet his basic rule as a 
merchandiser: There has to be some- 
thing in it for everybody. 

In this case, consumers had a 
chance at prizes; dealers got added 
sales in a dull period, plus traffic 
they would never have attained; and 
distributors and _ their salesmen 
earned extra incentives and sales. 
The factory scheduled record pro- 
duction, added 500 retail accounts, 
and wound up with a promotion that 
paid off in dollars and cents, and an 
image in the marketplace of an ag- 
gressive, imaginative company. 

Key. Conley ran across the idea 
last Christmas when he noted a sim- 
ilar campaign in Life magazine pro- 
moting Royal typewriters. The key 
to the whole merchandising stunt is 
dealer listings. 

For consumers, the rules are sim- 
ple. Each subscriber to Life’s Apr. 
21 issue received (as an insert be- 


Dealer listings, in seven separate lists 
in Life’s seven regional editions, are 
key to successful pull of card inserts in 
magazine ad offering consumer prizes. 
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tween the pages) a card with an 
unduplicated number—over 6-mil- 
lion numbers in all. Alongside a 
four-color page ad for Gibson’s top- 
of-the-line Market Master refrigera- 
tor was a state-by-state, city-by-city 
list of dealers—a separate list for 
each of Life’s seven regional editions. 

Dealers posted a master list of 
500 winning numbers inside the 
floor-model refrigerator’s door. All a 
subscriber had to do was pick a 
store from the regional list, present 
his coupon to see if his number 
matched a winner. If so, a Market 
Master (worth about $400) was his, 
or any other Gibson appliance. 

In case he didn’t win, the coupon 
card provided space for name and 
address (plus some market informa- 
tion for the dealer’s use). This then 
became a chance to win one of 100 
free trips for two to Panama. 

New approach. Both Gibson and 
Life believe this has been one of the 
biggest, certainly one of the most 
successful, contests of its kind, with 
some 3,200 separate dealer listings. 
Conley thinks it opens up a whole 
new approach to the problem of 
making national advertising work, 
not only for the manufacturer but 
for distributors and dealers. 

Life itself already has other ad- 


vertisers lined up for similar promo- 
tions. Reader’s Digest is using the 
method with Longines watches. 
There is no reason why other na- 
tional magazines can't follow suit, 
now that almost all of them have 
adopted publication of regional edi- 
tions to match the marketing plans 
of their advertisers (BW—Jun.659, 
p126). 

Buildup. Soon after he saw the 
Royal typewriter scheme, Conley 
had Gibson’s program under way. 
He deliberately picked an off season 
in appliance promotions (in the Life 
issue Gibson's was the only appli- 
ance advertising) to make sure that 
any increased traffic at the show- 
room level would be unmistakably 
credited to Gibson’s promotion.) 

By the end of February, Gibson 
had signed up all 80 of its distribu- 
tors. Each made firm cash commit- 
ments of $20 per dealer listing, with 
the added stipulation that a dealer 
buy two Market Master refrigerators 
in order to participate. 

By the time the national ad hit 
the mails, Gibson had signed up 
3,158 individual dealers for inclusion 
in the list. That means the company 
got some $63,000 to pay for the seven 
separate dealer listings in the Life 
ad and a $7.50 display kit, or about 


Sears tries the travel business 


Its all-purpose subsidiary will also run a motor club 
through Allstate Insurance’s outlets 


Sears, Roebuck & Co., the nation’s 
second largest retailer (BW—May 6 
’61,p64), this week entered the mo- 
tor club and travel service fields in 
a major step to capture the increas- 
ing number of dollars that consumers 
spend on services. 

The company’s expansion within 
the service industries comes through 
Allstate Enterprises, Inc., a subsidi- 
ary formed last July to handle new 
Sears ventures outside retailing. 

Its maiden effort is the Allstate 
Motor Club, approved to start opera- 
tion immediately in 40 states. A 
travel service to become effective 
later this year also was announced. 
Tours within the U.S. including 
Hawaii, and to areas such as Europe, 
the Caribbean, Mexico, and Canada 
will be handled in conjunction with 
American Express Co. 

The Motor Club operation will be 
offered through Allstate Insurance 
Co.’s 1,400 sales and service loca- 
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tions, of which more than 1,000 are 
in Sears 1,600 retail and catalogue 
stores. The travel service will be 
sold initially to motor club members 
and eventually through Sears’ full 


array of marketing channels, includ- , 


ing mail order catalogues, catalogue 
stores, and telephone centers. 

New areas. Chmn. Charles H. 
Kellstadt indicated the company’s 
thinking last October when he re- 


vealed that Allstate Enterprises was / 


being organized to oversee expan- 
sion into new service areas. He ex- 
cluded only the professions, law and 
medicine, from activities Sears may 


consider in pursuit of consumers’ ’ 


“discretionary income’—purchasing 
power used to satisfy needs and de- 
sires beyond the necessities of life. 

Organization of the Motor Club 
follows a year’s market research 
headed by Stephen Gilman, for- 
merly with the American Automobile 
Assn. in New York. 


half the total of $125,000 that Gib- 
son spent for the promotion. 

Pulling them in. As for results in 
the marketplace, the promotion was 
still drawing customers into stores 
two and three weeks after the na- 
tional ad appeared (cutoff date was 
set as May 31). But up to this week, 
as Gibson figures it, the average num- 
ber of customers who walked into 
dealer showrooms as a direct result 
of the promotion was 100. That 
multiplies out to over 300,000 pros- 
pects. “It will hit 500,000,” says Con- 
ley, “before the contest ends.” 

That accomplishes one of the first 
aims of the promotion—to pull traffic 
into stores. 

Gibson’s gains. But it was hardly 
an altruistic promotion. As Conley 
puts it, one aim was to “accomplish 
moderate dealer loading.” 

March production records that 
carried over into April, just to meet 
dealer orders, are a measure of 
achievement of that goal. With two 
Market Masters per dealer as a 
minimum order, Gibson’s factory 
sales were at least 6,316 for the top- 
of-the-line product, with a retail 
value of about $2.5-million. So Gib- 
son had practically a self-liquidating 
promotion, once it was clear deal- 
ers would go along with the idea. 


The company admits it is studying 
“many other projects” but won't con- 
firm which Siantion it may move 
next. 

Judson B. Branch, president of 
both Allstate Enterprises and Allstate 
Insurance, says the Motor Club of- 
fers the first “truly national” service 
of its kind in the U.S. 

Family fee. Membership fee for a 
husband and wife residing in the 
same household totals $12.50 per 
year. Other membership features in- 
clude: 

* Towing and emergency road 
service at any garage of the mem- 
ber’s choice with reimbursement up 
to $25 for towing or labor charge re- 
quired to get the car rolling. 

= A trip and vacation planning and 
routing service that includes a 194- 
page vacation guide. 

« A $200 arrest bond certificate 
that may be deposited in most cities 
in lieu of cash bail in ordinary traffic 
violations. 

# Worldwide accident insurance 
for death or loss of sight or limb due 
to auto accidents, even if the mem- 
ber is a pedestrian. 

= Payment for legal defense against 
ordinary traffic violations including 
reimbursement up to $475, depend- 
ing on the violation. End 
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Signal Oil’s Chmn. Samuel Mosher (left) and Pres. Russell Green are seeking more crude and natural gas reserves 


Oil-logged company rescues Itself 


Signal Oil & Gas Co., which only two years ago was 
drowning in crude, is working out of its 
morass by adding refining capacity and retail outlets 


This month, Signal Oil & Gas Co. of 
Los Angeles is preparing to build a 
$2-million platform about two miles 
out in the ocean, offshore from Hun- 
tington Beach, Calif. From the plat- 
form, Signal will tap oil pools that 
are not reached by direct drilling 
or whip-stocking—slant drilling— 
from Signal’s 835-acre lease onshore, 
where there are now 706 preducing 
wells. 

At the same time, Samuel B. 
Mosher, chairman and chief execu- 
tive officer, and Russell H. Green, 
president, (picture) are telling se- 
curity analysts and anybody inter- 
ested that the main objective of 
Signal in 1961 is to acquire additional 
crude and natural gas reserves. 

In a bind. In an industry that is 
still hard at work digesting an over- 
supply of crude oil, Signal’s objec- 
tive might seem somewhat rash. 
Only two years ago, the company 
was literally drowning in crude. 
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Standard Oil Co. of California had 
just ended a “dream” contract with 
Signal, signed in 1932, that called for 
Standard to take all of Signal’s pro- 
duction of crude oil and _ natural 
gasoline. 

Signal in turn bought refined prod- 
ucts from Standard for its then small 
but lively marketing organization. 
Combined with the worldwide crude 
oil glut, the ending of the contract 
put Signal in a bind. 

Alternatives. So why is Signal 
looking for more crude? The answer 
lies in what Signal has accomplished 
since late 1958. 

When the Standard contract was 
ended, Signal was primarily a crude 
producer and a manufacturer of nat- 
ural gasoline—the highly volatile 
ingredient that is taken from “wet” 
natural gas straight from the well. 
It is combined with other hydrocar- 
bons to make motor fuel. 

The easiest course for Signal in 


1958 would have been to sell out. 
That’s what other companies in a 
similar position were doing. Mon- 
terey Oil Co. sold most of its assets 
and properties to Humble Oil & 
Refining Co. and dissolved as a cor- 
poration. Superior Oil Co. tried to 
merge with Texaco, Inc., but was 
blocked by the antitrusters. A num- 
ber of small and medium-sized com- 
panies sold out. 

Signal’s decision. Mosher decided 
not to give up. The alternative was 
to become a fully integrated com- 
pany as soon as possible. That meant 
he had to add refining capacity and 
marketing outlets, both of them ex- 
pensive items. 

It also meant that Signal had to 
expand its marketing territory as 
well. The reason: The West Coast 
et of gasoline distribution was 

eing upset by the entrance of more 
major oil companies into the lucra- 
tive fast-growing market. For years, 
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This is the world’s most powerful computing system. Jt does 2,300 
man-hours of work in one second. Adds 15 million numbers in one minute. 
Operates at speeds so fantastic they’re rated in nanoseconds— billionths 
of a second! The system: Univac® Larc. The place: the new Univac Larc II 
installation, dedicated this week at the U.S. Navy’s David Taylor Model 
Basin, Washington, D. C. Only one other computer now operating in the 
free world can equal Larc II in size, speed, and power. This computer: 
Univac Lare I...on round-the-clock duty at the Atomic Energy Commis- 
sion’s Lawrence Radiation Laboratory, Livermore, California. Lare I and 
II rank in importance with the invention of the first electronic computer... 


all three, achievements of UNIVAC 
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the West Coast had beex accus- 
tomed to seven majors—California 
Standard, Shell, Richfield, Union, 
Mobil, Texaco, and Tidewater. They 
had 89% of the gasoline market, and 
as a result, every other company was 
an “independent,” because the ma- 
jors were so far ahead. 

The advantage of being an inde- 
pendent meant that an independent 
could price its. gasoline at 2¢ a gal. 
under the major price, and, except in 
times of price wars, the custom was 
observed. Now with more majors 
moving into the West Coast market, 
two things were likely to happen. 
First, the independents would find 
further competition for their 20% of 


‘the market. Second, a large inde- 


pendent like Signal might find it 
difficult to retain its independent 
status. 

Doubie or nothing. It was an ideal 
time to go for broke, and that’s what 
Mosher did. In 18 months, he turned 
Signal into an integrated company— 
adding new refineries, petrochemical 
sales, and more than 1,000 outlets. 
In the process, Signal grew from 
sales of $90-million to more than 
$305-million. Net profits for 1969 
were $16.3 million, and for the first 
quarter of 1961 were 21% over year- 
ago. It is now moot whether Signal 
is the West’s largest independent or 
a small major. 

First of all, Mosher approached 
Hancock Oil Co., about two-thirds 
the size of Signal, with sales of $60- 
million. Hancock had both refining 
capacity and more than 400 retail 
service station outlets. All the major 
oil companies were after Hancock, 
not only for its marketing outlets, 
but for the extraordinary liquidity 
of the company—Hancock had $20- 
million in cash to support sales of 
$60-million. 

Mosher had the inside track all 
the time. Signal and Hancock had 
been partners in countless oil “plays” 
in the U.S. and abroad. Mosher 
moved quickly and the deal was 
completed in a matter of hours. The 
merger took effect Dec. 31, 1958. 

In quick succession, Signal merged 
two other companies, Bankline Oil 
Co. of Bakersfield, Calif., on July 10, 
1959, and Eastern States Petroleum 
& Chemical Corp. of Houston, on 
Sept. 23, 1959. 

Bankline had a small refinery and 
a string of 400 retail gasoline sta- 
tions in California, and sales of $15- 
million. It was available because it 
had low profits and no money to 
expand its refinery. 

Eastern States was the real coup, 
and as one Signal officer says, “will 
be the making of Signal.” Eastern 
States sales were $100-million, in- 
cluding $20-million in chemicals. 
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It had a large refinery, with a 60,000- 
bbl.-a-day capacity. But it had little 
crude and hardly any reiail outlets. 
It was in trouble because gasoline 
prices had fallen and it was forced 
to dump its gasoline on the whole- 
sale market. 

Eastern States will help solve fu- 
ture marketing problems of Signal’s 
crude oil production in Venezuela. 
It will also help solve future market- 
ing problems with its Iranian and 
Kuwait production. Eastern States 
has 200 frontage acres on the Hous- 
ton shipping canal, and a subsidiary 
has an interest in a pipeline from 
West Texas that supplies the refinery 
with 25,000 bbl. a day. 

Expansion. Signal retail outlets 
have expanded from 46 to 1,200. The 
company owns 20% to 100% of each, 
and it markets in 15 states now, us- 
ing the brand names of Hancock, 
Norwalk, and Regal. 

The company has important oil 
concessions in Lake Maracaibo, Ven- 
ezuela, is 30% owner of American In- 
dependent Oil Co., which operates in 
Kuwait, and 1% ownership in the 
Iranian Oil Consortium. It also is ac- 
tively prospecting in Bolivia, Argen- 
tina, Guatemala, and the U.S. 

Until the three mergers, Signal 
had added only $100,000 in outside 
capital to the original stake of $8,000 
with which the company was started. 
Mosher and his family owned about 
40% of all stock before the mergers 
and 75% of the Class B common, 
which has sole voting rights. After 
the mergers, the family still holds 
60% of the Class B voting stock of 
the larger operation—net worth, 
$200-million. 

Two of the company’s most im- 
portant domestic operations are 
right in the heart of Los Angeles. 
Signal operates and has a 50% inter- 
est in the Rancho Park and Hillcrest 
Country Clubs, and Beverly Hills 
Community leases, and a 40% inter- 
est in the mid-Los Angeles Las 
Cienegas fields. 

How-to-do-it. Signal had its begin- 
nings in 1921 when Mosher—armed 
with his own $4,000 and a partner's 
$4,000 and a how-to-do-it pamphlet 
from the Bureau of Mines—jumped 
into the oil business at Long Beach’s 
Signal Hill. He and a partner built 
an absorption plant to take natural 
gasoline out of the wet gas from all 
the oil wells springing up on Signal 
Hill. 

Mosher struck a financial gusher 
in 1938 and 1939 by drilling in the 
Tidelands. Then he obtained two- 
thirds and Hancock Oil obtained 
one-third of Southwest Exploration 
Co., which had a lease on 835 acres 
to drill offshore wells from Hunting- 
ton Beach. Mosher had good reason 


for this move—one of his wells off 


Santa Barbara was so productive it 
pulled Signal through the early De- 
pression years. Shortly after, Mosher 
got the right to drill on the Bolsa 
Chica Gun Club. 

Deal with Standard. Signal built 
its first marketing outlet in 1930, and 
sold an option to Standard of Cali- 
fornia to buy 49% of it. Later, Stand- 
ard acquired another 20%. By 1947, 
the Signal stations were selling 25% 
of Standard’s retail products, and 
Standard decided it would be better 
to own them completely. It paid 
$8-million in cash, paid the taxes on 
the transaction, and took over Signal 
stations that were selling 10-million 
gal. of gasoline. 

Mosher figured that $8-million 
after taxes was a good price, and 
also he felt that the stations were 
obsolete. They mostly were neigh- 
borhood types of stations with low 
sales volume. He immediately set 
out to build up a new marketing 
organization for Signal, which would 
have fewer but higher-volume out- 
lets. 

Mosher, now 68, graduated from 
the University of California with a 
bachelor’s degree in agriculture. He 
failed to eke out a living on 17 acres 
of lemons and avocados, but he put 
Signal in the agriculture business. 

The company owns a 500-acre 
grapefruit ranch near Indio, Calif., 
and the 4,500-acre Do Pueblos 
Ranch near Santa Barbara. Signal 
bought Do Pueblos to drill oil wells 
(40 wells have taken out 15-million 
bbl.). But Mosher has added 250 
acres of lemons, 50 acres of avocados, 
500 head of cattle, a ‘game refuge, 
and a small zoo stocked with Cali- 
fornia wildlife. Mosher leases back 
29 acres from the company and has 
1-million orchid blooms. 

Mosher has put Signal into some 
other interesting and profitable di- 
versifications. One is a 48% owner- 
ship of American President Lines, 
Ltd., for which Signal paid $11.7- 
million, and which delivered $1-mil- 
lion in dividends to Signal last vear. 
Another is 100% ownership of Scud- 
der Food Products. Inc., which last 
year had sales of $23-million. Signal 
got Scudder for 100,000 shares of 
Class A common (worth $49 a share ) 
and $970,000 in cash. Signal also 
owns 15% of an electronics company, 
whose sales grew from zero in 1958 
to $1.8-million last year. 

On his own, Mosher was one of 
the principal backers of the Flying 
Tiger Line, Inc., all-freight carrier, 
and he is board chairman. In its early 
years, Mosher commuted to Wash- 
ington to help fight its battles, now 
contents himself with offering coun- 


sel. End 
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MANAGEMENT 


Top pay 
resists 
slump 


Despite last year’s profit 
squeeze, raises were 
about as common as cuts 


The 1960 recession was a mild one 
for most companies, and this fact 
was reflected in the pay of the men 
who run them; the profit squeeze 
didn’t put much of a squeeze on 
their compensation. 

Top executives of most major cor- 
porations took home just about the 
same pay last year as in 1959, proxy 
statements filed with the Securities 
& Exchange Commission show. Only 
a few of the companies whose execu- 
tive compensation figures were tab- 
ulated by Business Week changed 
the amounts paid to their officers— 
up or down—by as much as 10% 
(right). 

Boosts and cuts. Despite gener- 
ally lower profits, raises were just 
about as common as cuts. Although 
top executive pay usually follows 
the profit trend—and it did last 
year in many cases—there are al- 
ways exceptions. 

A few companies—Cluett, Pea- 
body & Co., Inc., and National Bis- 
cuit Co., for example—gave their 
brass hefty pay boosts. But for the 
executives who got raises, 3% to 7% 
was more typical. 

Where pay reductions were made, 
they were often steeper than the 
raises. A number of companies, such 
as International Harvester Co. and 
General Mills Inc., handed out cuts 
ranging from 15% to 30%. 

Bonuses teeter. Many of the more 
dramatic slashes were in profit- 
related bonuses. Studebaker-Packard 
Corp., whose bonuses were just 
about equal to base salary in 1959, 
earned a much lower net in 1960 
and paid no bonuses at all. 

Like profits, the bonuses didn’t all 
move downward. Chrysler Corp., 
which broke into the black last year, 
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Agricultural machinery 








1960 

Salary 
Caterpillar Tractor Co. 
L. B. Neumiller, chmn. ............ ; $150,000 
H. S. Eheshard, Ores... 06. ctccsuves “ 125,000 
Wi. Glewkie, euWe. V.0. <.6.4< sceeceee - i= See0o 
C. A. Woodley, exec. v.p. .......... ‘in 70,000 
Deere & Co. 
William A. Hewitt, pres. ........... ~ $124,114 
Ellwood F. Curtis, exec. v.p.*........- 101,392 
Cu Catena, 30). OD ox one caceaceme 91,418 
Guuree T. Foanch. v.60. .: . . '. ssakcecee 89,290 
LA. Murping, 26.0) 0100.0 0d aoemmes f 82,032 
*Elected October, 1959. 
International Harvester Co. (A) 
Prank W. Jemks, pres. «< <i°. cccceses d $142,303 
Harry O. Bercher, ex. v.p............ 103,747 
William C. Schumacher, ex. v.p...... 87,724 
Brooks McCormick, ex. v.p. ......-- a 75,919 
(A) Includes salary, fees and extra compensation. 
(B) Deferred extra compensation. 
Aircraft and missile manufacturing 
Boeing Airplane Co. 
William M. Allen, pres. ............ ? $115,901* 
Wellwood E. Beall, sr. v.p........... 82,733 
Edward C. Wells, Viti... 55 55554 Kee 71,050 


*In March, 1960, award made to Allen under incentive compensation plan for year 1959 in amount of $6,250. The amount of this 


Additional 
Compensation 
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(B) 


$ 17,183 
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1959 
Salary 


$149,166 
124,166 
84,166 
69,166 


$183,606 
114,366 
108,177 
108,177 
114,366 


(A) 


$198,709 
134,509 
112,424 
94,940 


(A) 


$124,519 
87,882 
76,165 


Additional 


Compensation 


(B) 


$ 18,955 


award together with $8,621 of Allen’s salary for 1960 are not included. Pursuant to terms of employment agreement entered 
into with Allen on Sept. 1, 1960, which superseded a prior agreement dated Dec. 5, 1958, awards under incentive compensation 
plan are retained by company and will be paid over 5-year period following retirement. The employment agreement also provides that 
$25,000 of Allen’s annual basic salary-is to be retained each veer company and paid to him over the same period of time. 


(A) Includes awards under incentive compensation plan paid in 1 
(B) Pursuant to terms of employment agreement entered into with 


Allen on Dec. 5, 


by the company and will be paid to him over 10-year period following retirement. 


Curtiss-Wright Corp. (A) 
Roy T. Hurley, former chmn., pres.*... $224,850 
T. Roland Berner, chmn., pres. ..... ‘ 60,683 
George R. Hill, exec. v.p. .........06 173,100 
Joseph V. Miccio, v.p. & gen. mgr., 

Wright Aeronautical Div. .......... 118,000 
James G. Byron, exec. v.p............ ' 95,300 


(B) 


(C) 
$329,500 
176,500 
115,000 
94,500 


(D) 


1958, awards made to Allen are retained 


*(Resigned May 25, 1960) $42,666.67, comprising earned out incentive compensation for Hurley for prior years’ awards accrued in 
1956, 1957, 1958, 1959 and 1960 incentive compensation 


1960, will be paid in 1961 
(A) Aggregate remuneration during 1960, including ‘installments of 
awards paid in 1960. 


(B) 1961 incentive compensation awards related to 1960 payable in five annual instaliments if earned out in accordance with 


incentive compensation plan: Miccio—$30,000; Byron 


—$27, 
(C) Includes installments of 1955, 1956, 1957, 1958 and 1959 incentive compensation awards paid in 1959. 
(D) 1960 incentive compensation awards related to 1959 payable in five annual instaliments if earned out in accordance with incen- 


tive compensation plan: Hurley—$100,000; Hill--$60,000; Miccio—$45,000; Byron—$36,000. 


Douglas Aircraft Co., Inc 


(Fiscal year Nov. 30) (A) 

Donald W. Douglas, chmn. .......... $127,362 
Donald W. Douglas, Jr., pres. ........ 87,675 
Arthur E. Raymond, sr. v.p.* ........ 35,689 
John A. Dundas, exec. v.p. ........-. ° 56,675 


*Retired June 1, 1960. 
(A) Includes contributions to pension plan. 


General Dynamics Corp. (A) 

Frank Pace, Jr., Chimn.* «.i<cscccecte ‘ $152,000 
Gath &). JONNSON, OFES. 5.2.0.2 0. nleecne 137,000 
C. Rhoades MacBride, exec. v.p...... 91,875 
W. P. Gullander, exec. v.p. .......... 67,500 
J. Geoffrey Notman, sr. v.p.**........ 93,250 


*Elected April 24, 1959. 
| of Notman’s remuneration paid by Canadair Ltd. in Canadian fu: 


(A) _Inciudes incentive compensation payments made in 1960 with respect to 1959 operations as follows: 


MacBride—$10,000; Notman—$20, 


e@eee 


nds. 


(A) 


$151,000 
100,800 
76,705 
55,166 


(B) 


$152,500 
132,250 


108,000 


(B) Includes incentive compensation made in 1959 with respect to 1958 as follows: Johnson—$30,000; Notman—$35,000. 


Lockheed Aircraft Corp. 


Robert E. Grease, Cet. 2%. asc sce cawas $125,928 
Courtlandt S. Gross, pres. .......... 100,000 
Daniel J. Haughton, exec. v.p........ 85,000 


(A) 


$ 36,200 
22,600 
18,333 


$128,350 
101,923 
86,635 


(B) 


$ 36,200 
30,600 
23,858 


Johnson—$15,000; 


(A) Payments under incentive plan for prior years. Includes payments made in 1960 under corporation’s management incentive plan. 


Following amounts paid as consulting fees and/or director’s fees: Robert Gross 


corporation’s management incentive plan were made in 1960 for perfor: 


mances during 1959. 


$700; Courtlandt Gross 


$400. No awards under 


(B) Payments under incentive plan for prior years. Includes payments made in 1959 under corporation’s management incentive oe 
but does not include following amounts paid as consulting fees and/or director’s fees: Courtlandt Gross & Robert Gross—$300 ¢ 


MANAGEMENT 


63 














Aircraft and missile manufacturing 





1960 Additional 
Salary Compensation 


Martin Co. 

George M. Bunker, chmn.*........e. $150,000 ecco 
William B. Bergen, pres.**........0. 100,000 cove 
Clarence W, Miles, gen. counsel...... 80,000 ecco 
menrge T. Willey, VD. . .s.000s6seec es 57,000 Ty 
*Pres. until April, 1959. 

**Ex. v.p. until April, 1959, 

North American Aviation, Inc. 

(Fiscal year Sept. 30) (A) 
James H. Kindelberger, chmn......+. $162,000 $ 48,000 
J. L. Atwood, pres. .....cccccccccccs 137,000 48,000 
Charles J. Gallant, ex. V.p....eeeeeee 88,500 14,000 


(A) Unpaid balance of award under incentive compensation pian. 
fiscal year. One fifth of award has been paid and included in aggregate remuneration paid. Balance payable in four annual installments. 


United Aircraft Corp. 





MM. M. Morrer, GRAIN, «200. cn caedcece’ $176,799 eose 
William P. Gwinn, pres. ........2e06. 143,180 eeee 
William R. Robbins, v.p. ......eeeee- 105,060 eece 
Ente Martin, ¥.p. o.062 6 oecve ses Seeges 101,120 gene 
Apparel and textiles 

Burlington Industries, Inc. 

(Fiscal year approx. Sept. 30) (A) 
J. Spencer Love, chmn. and pres. .... $120,000 $ 7,844 
Herbert M. Kaiser, v. chmn. of exec. 

Coram, &. SF. VO. .0s04 scewdealeeas 97,000 5,647 
3.'C. Cowan, If., V. GUAR. .cececcuciss 60,000 3,922 
Walter E. Greer, Jr., sr. v.p...se..e00. 95,000 5,491 
John L. Hutcheson, Jr., sr. v.p...... 63,600 o4 ee 


(A) Amount paid to trustee under profit sharing pia In addition, under employment contracts, the yp siny month! 
Jul 971, and thereafter for life; Kaiser—S. 


to be made after retirement: Love—$4,166 to July 31, 1 


1959 Additionai 
Salary Compensation 


$150,000 cece 
95,000 eves 
80,000 cece 
52,916 cece 
(A) 

$168,000 $ 72,000 
141,000 64,000 
87,667 24,000 


Awards were made to officers and employees of corporation for 


$191,360 eeve 
155,900 
110,920 ovee 
102,020 cece 
(A) 
$120,000 $ 7,459 
102,000 5,371 
60,000 3,730 
95,000 5,221 
92,000 


for ten years and $1,000 for the next ‘five years; Greer—$1, 500 for ten years; Hutcheson—$3,200 for 14 years. 


Cluett, Peabody & Co., Inc. (A) 

Barry T. Leithead, pres. ............ $100,000 $ 60,000 
Robert M. Dowling, v.p. .......+-e0e+- 60,000 22,700 
Robert T. Garrison, v.p. .......eeee0% 54,375 30,000 


(A) Incentive compensation, payable over a 10-year period following termination of employment or over a five-year period following 
the award, depending upon the basic salary of the recipient. 


Hart Schaffner & Marx 
(Fiscal year Nov. 30) 





Meyer Kestnbaum, pres. ........+ee. $105,100 eoee 

Sotin DB. Gra, VHi v0.00 0 scetvws cecece 67,900 cess 

Clay E. Steele, sec’y & treas. ........ 41,600 eece 

Automobiles 

American Motors Corp. 

(Fiscal year Sept. 30) (A) 

George W. Romney, chmn. & pres.... $250,000 ecee 
Bernard A. Chapman, ex. v.p. ...++ee+ 166,691 eoce 
Roy D. Chapin, Jr., ex. V.p. ws eeeeeeee 166,691 eevee 
Roy Abernethy, v.p. .....-++seeeeeee 166,691 cece 
(A) Includes bonuses for 1960 fiscal year. 

(B) Includes bonuses for 1957 and 1958 fiscal years. 

Chrysler Corp. (A) 

L. L. Colbert, pres., chmn.......... Z $251,050 $ 9,600 
W. C. Newberg, exec. v.p., pres.*....- 67,217 ae 

GC Row, IGE UD. <.s0. 000.0 anes a8 140,950 6,400 

FW. Misch, VD... 66sscckemneesaen's 116,050 5,500 
*Elected pres. April 28, 1960; resigned, June 30, 1960, 

(A) Awards under incentive compensation plan. 

Ford Motor Co. (A) 
Henry Ford, ll, Chimn.” ......< 0's «8000. $187,500 $275,000 
Ernest R. Breech, chmn. fin. comm.**. 149,583 125,000 
Robert S. McNamara, pres.*** ...... 141,667 245,000 
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(A) 


$100,000 
60,000 $ 10, 000 
50,000 15,000 


$105,100 eves 
63,600 ecee 
41,600 cece 
(B) 
$225,350 eeee 
184,901 ooee 
184,901 eee 
184,901 eece 
$250,900 eeee 
125,900 cece 
140,900 eeee 
115,900 cece 
(A) 

$185,000 $300,000 
185,000 300,000 
125,833 285,000 


payments are 
3,000 for ten years; Cowan—$2,' 


celebrated. by reinstating bonuses. 
Bonus payments were up at Inter- 
national Business Machines Corp., 
Goodyear Tire & Rubber Co., and 
General Motors Corp. 

GM, which managed to improve 
both its sales and profits last year, 
paid more than $300,000 to all of 
the 11 executives whose compensa- 
tion it reported in the proxy state- 
ment. Seven Ford Motor Co. men 
topped $300,000 even though bonuses 
(and profits) were below 1959. 

Over $300,000. Outside these two 
companies, there were only a few 
executives whose earnings—in sal- 
aries and cash bonuses—exceeded 
$300,000. Among them were Samuel 
Bronfman, president of Distillers 
Corp.—Seagrams, Ltd.; C. M. White, 
then chairman of Republic Steel 
Corp.; W. K. Whiteford, chairman 
of Gulf Oil Corp.; Thomas J. Wat- 
son, Jr., president of IBM; Crawford 
H. Greenewalt, president of du 
Pont; Arthur B. Homer, chairman of 
Bethlehem Steel Corp.; Morse G. 
Dial, chairman of Union Carbide 
Corp.; and Lewis S. Rosenstiel, 
chairman of Schenley Industries, 
Inc. 

But there were others whose stock 
and other deferred earnings—if they 
had been paid in cash—would have 
put them over $300,000. For ex- 
ample, on top of his $280,044 salary, 
General Electric Co. Chmn. Ralph 
J. Cordiner was allotted 1,331 shares 
of stock valued last year at more 
than $90 a share. Augustus C. Long, 
chairman of Texaco, Inc., in addition 
to his $250,000 salary got 1,530 
“units.” After he retires, for each 
unit he can collect a share of Texaco 
stock plus the accumulated divi- 
dends on it. And 19 directors of 
Bethlehem Steel received “dividend 
units” entitling them to 15 years of 
dividends on 1,000 or more shares 
of Bethlehem stock. 

Highest paid. General Motors’ 
Chmn. Frederic G. Donner was the 
highest-paid executive of a proxy- 
filing company. Even without count- 
ing GM’s contribution to his pension 
fund, his stock options, and a com- 
pany promise to pay him more than 
$100,000 if he doesn’t take up the 
options, his pay came to $574,025. 

That doesn’t make Donner the 
richest man in the country by a long 
shot. There are plenty of individuals 
whose income derives from divi- 
dends or capital gains. Many closely 
held companies don’t issue proxy 
statements to their stockholders. 
Most of the corporations listed on 
the New York Stock Exchange do— 
but there are a few exceptions. John- 
son & Johnson, for example, put out 
its first proxy statement last year; 
its management used to consider 
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proxy solicitation “a waste of money” 


(BW—Mar.26'60,p173). 

Ambiguous yardstick. It’s risky 
to make comparisons between com- 
panies. For one thing, they report 
executives’ pay in different ways. 
Some list the full amount of bonuses 
awarded for the year, even if pay- 
ments are to be stretched out over 
several years or deferred until after 
retirement. Others report actual pay- 
ments for the year, no matter when 
the bonuses were awarded. A few 
companies give both sets of figures, 
in effect reporting the same pay 
twice. “After all,” said the attorney 
for one company with a somewhat 
spotty profit record, “our executives 
don’t have a chance to collect 
bonuses very often.” And the ulti- 
mate value of some deferred com- 
pensation won't be known for years. 

Gimmicks like these, mostly aimed 
at deferring taxable income until re- 
tirement, mushroomed during the 
1950s. Now in some companies 
the executive pay structures are 
veritable mazes of pensions, deferred 
contingent pay, stock purchase 
plans, savings plans, insurance pro- 
grams, and the like. 

End of an era. Arch Patton, con- 
sultant with McKinsey & Co., 
declares in Men, Money and Mo- 
tivation, published last month by 
McGraw-Hill Book Co., that the era 
of gimmicks is drawing to a close. It 
has been several years since any- 
body came up with a genuinely new 
one. Anyway, Patton thinks, current 
pay deferral plans have reached the 
point of absurdity. 

Some companies, he reports, are 
even paying their executives more 
for not working than the men ever 
got on the job. One financial execu- 
tive drew back in horror when he 
realized that a new deferred pay 
plan his company was about to adopt 
actually would make his taxes higher 
after retirement than before. 

Furthermore, it’s hard to prove 
that this proliferation of fringe bene- 
fits gives executives any incentive to 
work harder. Men under 50, Patton 
thinks, would rather have current 
income—to buy homes, educate their 
children, and invest in the stock 

market. Besides, to qualify for favor- 
able tax treatment, most of these 
benefits have to be offered to large 
groups—which makes it hard to use 
them as rewards for outstanding 
performance. 

Now, says Patton, corporate 
boards are showing more concern 
about what their companies are 
getting for their compensation dol- 
lars. He predicts less emphasis in 
the 1960s on the techniques of com- 
pensation and more on what execu- 
tives are getting paid for. 
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Automobiles a eS 
1960 Additional 1959 Additional 
Salary Compensation Salary Compensation 
Ford Motor Co. (A) (B) 
William T. Gossett, v.p. ..-ccccceeecs 135,000 225,000 125,833 265,000 
Jahn Dykstra, Vip. o<ccdcccsccestsetes 135,000 240,000 116,667 285,000 
*Pres. in 1959 - 
*Chmn. in 1959. 
***V.P. in 1959. 
(A) Supplemental compensation awarded for year, payable in four annual instaliments, 
General Motors Corp. (A) (B) 
Frederic G. Donner, chmn. .......++- $201,275 $372,750 $201,350 $351,750 
John F. Gordon, pres., chmn. 

SPEER CE CP eT 181,000 336,750 181,100 314,250 
Enis C. Godd., exuac.-¥.0. . oo ccvawens 161,000 299,250 151,100 273,000 
Sherrod E. Skinner, exec. v.p........ 151,200 338,874 137,867 255,750 
Cyrus R. Osborn, exec. v.p.......... 141,000 314,582 127,867 237,000 
James E. Goodman, v.p. ........-.0- 131,100 276,000 131,200 248,250 
George Russell, exec. v.p...........5 122,333 271,500 121,300 237,000 
Rooer Wt. ee, VB. oS. os soo aeons 126,100 245,250 116,200 209,250 


(A) Cash portion of bonus related to 1960 payable in five annual instaliments. In addition, stock awards, payable in five annual 
installments, with award value of $45.14 per share, were made as follows: Skinner—1,332 shares, $60,126; and Osborn—1,272 
shares, $57,418. Under the stock option plan, there was credited to Donner, Gordon, Goad, Goodman, Russell, Kyes, and four other 





directors a contingent credit equal to one-third of the amount of their bonus awards related to 1960 
(B) Bonus payable in five instaliments. In addition, under the stock option plan in 1960 there was conditionally credited to 
ten directors a contingent credit equal to one-third of the amount of their bonus awards related to 1959 
Studebaker-Packard Corp. (A) 
H. E. Churchill, pres. ......... eccces $104,167 ween $110,000 $110,000 
AL: Porta, o006. Vip. c. i.e cewccneon 5,000 = aed 90,000 90,000 
WE MOWROIE V.0is<.)s vba wcdeewne 75,000 sidan evan 
(A) 1959 incentive compensation contingently payable over five years. 
Auto parts 
Bendix Corp. (Formerly Bendix 

Aviation Corp.) 
(Fiscal year Sept. 30) (A) (B) 
MP: Carquses, grads... ics su aees $161,849 jane $161,750 cece 
George E. Stoll, €xec. Vip... cc escsser 106,850 Vg orey 97,913 wave 
es eee ere Tore ree 92,400 92,800 
W. H. Houghton, v.p. & treas.*....... 88,350 88,562 
Cirmilan Marcus, ‘Bit... aiasincceeia’s 84,200 99,500 
A. P. Fontaine, exec. v.p. .......0c.00. 74,349 66,633 


*Houghton, Lansing and Marcus have attained their normal retirement ages but have been re-employed from year to year and their 
retirement benefit payments are suspended for the dutation of such re-employments. 

(A) Under corporation’s supplemental c ion plan, jon awards exceeding $3,000 are paid in four 
annual installments. The supplemental compensation payments included reoresent 25% of amounts awarded in fiscal year ended 
—_ 30, 1957, 1958, 1959 and 1960 

( The supplemental compensation payments included represent 25°? of amounts awarded in fiscal year ended Sept. 30, 1956, 1957, 
1988 and 1959 





Borg-Warner Corp. (A) (B) (A) (B) 

C..taeersall, Chin, «<3 6 cedusecens $123,438* er $129,500** m 
iS. Waeereell, 00S. «65.65. Sivsaceed 153,750 $ 8,772 148,500 $ 7,845 
te Parter. nec, Gh «56s eee 133,125 9,878 126,500 8,758 


*Of this amount corporation actually paid to R. C.. Ingersoll $106,539; s balance represents payments received under con- 
tributory retirement income plan. In addition, Ingersoll was allotted sum of $23,437 from contingent compensation funds available 
which will be paid at the rate of $2,343 per year over a period of 10 years after retirement. 

"Of this amount corporation actually paid R. C. lo $112, os the balance representing payments received under contributory 
retirement income plan. In addition Ingersoll was allotted si f $29, from contingent compensation funds available which 
amount will be paid at rate of $2,950 per year for 10 vars after retirement. 

(A) Includes incentive compensation. 
(B) Corporation’s contributions under the contributory retirement income pian. 


Thompson Ramo Wooldridge Inc. 





J. D. Wright, chmn. .........000- “a $162,500 sae $ 155,500 dé 
D. E. Wooldridge, pres. .....-.+++ “ee 190.167 eee 87,602 wie 

S. Ramo, exec. V.p. ....ceccccces a 100,417 acco 86,852 ve 
Building materials 

Armstrong Cork Co. 

C. J. Backstrand, pres. .........- nara $176,250 aces $184,000 

Kenneth O. Bates, exec. v.p......+-- “se 122,500 eeee 128,000 

M. J. Warnock, sr. v.p. ...-.06- veda 81,250 eece 82,917 
Johns-Manville Corp. (A) (A) 
A. R. Fisher, chmn.*.......-2e8 iouee $ 52,613 $ 39,822 $152,100 $ 57,519 
C. B. Burnett, pres.**......... aa ° 101,700 34,004 78,600 26,051 
C. F. Rassweiler, v.p......... nigietouniee 77,300 30,484 77,600 29,143 


*Retired April 1, 1960. 
**Became pres. Jan. 1, 1960; formerly ex. v.p. 
(A) Profit sharing fund. 
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Center of the Western 
Canadian Market 


i ... offering excellent strategic 


location for branch plant and 


manufacturing operations. 














Serving the province of 





weapon 

ontana | NoRTH 
AKOTA 

s. A 


CALGARY POWER LTD. 


ALBERTA 


For plant location information: 


Write: E. H. Parsons, 


Director of Industrial Development, 


Box 190, Calgary, Alberta, 


(All inquiries confidential) 
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Building materials 








Additional 


oes 1960 L 
Salary Compensation 
U. S. Gypsum Co. 
C.H. Shaver, chm. ....6.6 506% a ite hae . $150,000 eece 
Oliver M. Knode, pres., chmn. 

ONGC) DONUNS on occas See kao eee : 32,423 bees 
Edward Rembert, v.p. ........-.0-¢8 70,000 ones 
Graham J. Morgan, pres.**........- ‘ 69,548 euue 
“Retired May 11 

“Elected May 11, "7960. Formerly ex. v.p. 

Chemicals 

Dow Chemical Co. 

(Fiscal year May 31, 1960) (A) 
Earl W. Bennett, chmn. ..........20¢ $120,000 Pe 
Leland |. Doan, pres., chmn. ex. comm. 200,000 eves 
Mark E. Putnam, €X. V2... sce cect 130,000 wee 
AOR Beutel UB. sc one ieee nae 120,000 


(A) Contracts for services provide for the followi 
Bennett—$30,000 until Dec. 31, 1962; Doan—$45, 
$25,000 until Dec. 31, 196 


E. |. du Pont de Nemours & Co. 


Crawford H. Greenewalt, pres., 

chmn. exec. comm. ........cc0ce6 4 $205,200 
Rolsert 1... Hershey, Vib; «<0 skew eel 112,200 
Robert 1. Richards, v.0. . s...060+00000 112,200 
Lammot du P. Copeland, v.p......... 111,900 
George E. Holbrook, v.p...........-6 109,672 
David 'H, Dawson, Vib. «6 05.ccs oc cee 109,600 
Henry B. du Pont, v.p. ....3. 0800088 109,350 
(A) 


915 units, $15,570; 


1,911 units, $37 
$17,595; duPont—-915 units, 


units, $13,748; Dawson 


089; Hershey 
915 units, 


units, $10,173; Richards 
$13,323; duPont—879 units, $13,323. 


Eastman Kodak Co. 


Thomas J. Hargrave, chmn. ......+. q $250,000 
Albert K. Chapman, v. chmn.*........ 250,000 
Donald McMaster, chmn. exec. comm. 170,000 
William S. Vaughn, pres.**.......... 150,000 


*Pres. to May 19, 1960. 
*V.p. and gen. mgr. to May 19, 1960 


(A) 


$101,000 
86,000 
86,000 
86,000 
86,000 
86,000 
86,000 


Richards—915 units, $18,608; Copeland--915 units, 
1,815 units, $26, 


$18,608. 
(B) Bonus. Plus dividend units awarded and amounts received in 1959, as follows: Greenewalt 
879 units, $13,323; Copeland—879 units, $7, 286; Hoibrook—879 units, 


(A) 


237 s. 
237 s. 
161s. 
102 s. 


1959 


Additional 


Salary Compensation 


$150,000 


90,000 
70,000 
56,365 


$112,871 
188,118 
122,277 
113,742 


annual payments to begin on retirement and expire on the dates indicated: 
until Dec. 31, 1969; Putnam-—$30,000 until Dec, 


31, 1965; Beutel— 
(B) 
$205,100 $120,000 
112,000 102,000 
112,000 102,000 
133,192 102,000 
109,676 102,000 
109,200 102,000 
119,567 102,000 


Bonus oat in four annual installments. Plus dividend units awarded and amounts received in 1960, as follows: Greenewalt— 
$12,330; Holbrook 


228; Hershey—879 


915 


$13,323; Dawson—879 units, 
(B) 
$225,000 203 s. 
225,250 203 s. 
160,000 137 s. 
100,000 86s. 


(ay iehares allotted under incentive compensation plan, @ $112.11 per share, payable in annual installments after end of service 


with compan 
(B) Shares allotted under deferred incentive compensation, 


Monsanto Chemical Co. 


Charles Allen Thomas, chmn.*....«< de $135,000 
Charles H. Sommer, pres.**........ ° 123,750 
Carroll A. Hochwalt, v.p. .......-2ee08 90,000 
William W. Schneider, v.p. ........++ 90,000 
Felix NN. Williams, V.p... soci. cae ewer 90,000 
Sistaia A MAUS, WADs S cprd.erco hice ate 90,000 


“Pres, until March 23, 1960 

*Ex. v.p. until March 23, 1960 
(A) No awards were made for 1960 under the company’s bonus plan. 
(B) 1959 bonus contingently payable in following three years. 


Union Carbide Corp. 


Morse: G.Djal chia... 5's s.0 exists - « $300,000 
Howard S. Bunn, v. chmn.........6- 200,000 
Birsy* Mason, Sf... DOS. 6 66 6566.50 ole 132,500 
Kenneth H. Hannan, ex. v.p........+.- 120,000 


(A) Dividend equivalent payments received during the year. 


Communications 





American Telephone & Telegraph Co. 


Frederick R. Kappel, pres. .......... $256,600 
Eugene J. McNeely, exec. v.p.......+. 158,520 
William C. Bolenius, ex. v.p.......+6. 142,447 
Columbia Broadcasting System, Inc. 

William S, Paley, chmn..........- ws $150,000 
Frank Stanton, pres. ....sccccccces of 150,000 


(A) 


wees 
eeee 
este 
eeee 
eose 


seoe 


(A) 


$ 54,000 
36,000 
32,400 
23,400 


eeee 
Sees 


sees 


» (A) 


$138,750 


138,750 


$135,000 
77,500 
90,000 
90,000 
90,000 
85,833 


$300,000 
200,000 
106,667 
113,667 


$220,783 
150,087 
134,180 


$150,000 
150,000 


(B) 


$ 81,000 
72,000 
72,000 
72,000 
72,000 
72,000 


(A) 


$ 27,000 
18,000 
11,700 
11,700 


eevee 


(B) 


$144,375 
144,375 
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BaG OIL-LESS 
COMPRESSOR 


As either built-in or portable units, 
BeG Compressors offer many ex- 
clusive advantages. They are increas- 
ingly used for energizing intricate 
mechanical movements. 


=) BELL & GOSSETT company 











Oil-free compressed air cuts processing costs 
at Kodak’s photofinishing sales laboratory 


““Gaseous burst agitation” for film and paper processing baths, as de- 
veloped by the Eastman Kodak Company, improves quality and gives 
more uniform results than hand methods. 


Kodak’s Photofinishing Sales Laboratory in Rochester, N.Y.—where 
demonstrations and instruction are given to independent photofinishers 
—originally used “‘bursts’’ of nitrogen gas, released at controlled intervals 
through numerous small holes in a distributor at the bottom of the 
processing tank. The laboratory has since found that oil-less compressed 
air, as furnished by a B&G Oil-less Compressor, can be used with greater 
economy for all processing baths requiring agitation except the developers. 


This compact compressor delivers cool, dry, oil-free air. The B&G built 
motor is lubricated for life; compressor piston rings and skirts are a 
carbon-graphite composition...never need lubrication...no danger of 
oil-spoiled work. Like all other Bell « Gossett products, BsG Oil-less 
Compressors and Vacuum Pumps are an outstanding combination of 
superior design, top grade materials and precision manufacture. 


Other plants at: 


G Dept.GQ-30, Morton Grove, Illinois Chicago, Illinois Longview, Texas 
® New York Office: 101 Park Avenue, New York 17, N.Y. Midland Park, N. J. Gladstone, Michigan 
Canadian Licensee: S. A. Armstrong, Ltd., Toronto 16, Ontario Broomfield, Colorado 


A DIVERSIFIED LINE OF HIGHEST QUALITY PRODUCTS 











Booster Pumps Package Liquid Coolers Refrigeration Compressors Centrifugal Pumps Heat Exchangers Marlow Pumps 














R. Carl Chandler discus: 


‘The 
surprising 
American 











America’s rising 
taste standards 

are Opening up 
brand new markets 
—and quietly 
revolutionizing 

old ones. 


2 Seenaneeseareimi culture and 
business are discussed sepa- 
rately. First we talk about art, 
education, and the Finer Things 
in Lite. Then, with an apologetic 
cough, we turn to the crass topic 
of making and selling things. 
But you can’t talk that way 
about culture—or business—any 
more. For the pursuit of culture 
has become one of the big new 
factors of American economic life. 
There is scarcely a product or 
service on which it does not exert 
its quiet but powerful influence. 
Building. Apparel. Home fur- 


nishings. An endless progression. 


The Mass Market—For Culture 


Too many of us still think of 
culture as something enjoyed by 
The Few. A year ago, for instance, 
a major network put on Shake- 
speare’s Tempest, very much in 
doubt as to how many viewers 
would be interested. ‘““The Few” 
turned out to number:36 million. 


It is likely that more people saw 


The Tempest that night than had 
ever seen it since it was first pro- 
duced at the Globe Theatre in 
London, some 350 years ago. 

Or take art. Ona recent Sunday, 
the Metropolitan Museum of Art 
in New York counted the noses of 
its gallery-goers. ‘Io its own aston- 
ishment it discovered a crowd that 
could have filled Madison Square 
Garden twice over! 

Books are another example. 
Even though more people now 
have T’'V sets than telephones, the 
art of reading was never livelier. 
Over the last decade book sales 
have doubled. The paperback 
industry alone prints a million 
books a day! Greek classics in low- 
priced editions have sold over a 
million copies. And Winnie The 
Pooh is today a U.S. best seller— 
in Latin! 

Along with books, music has 
also shared in what the professors 
like to call “‘our cultural efflores- 
cence’. There are over a thousand 
symphony orchestras in the United 
States today, and more money is 
spent on classical concerts than 
on baseball. As a matter of fact, 
admissions to theatres, operas, and 
concerts now total a quarter more 
than admissions to all sporting 


events combined. 


Back Of The Boom 


What lies behind this unprece- 
dented demand for culture? 

In part, it is the expanding 
reach of education. 16 million 


Americans now have at least one 


year of college. And college enroll- 


ment will double in the next 
decade. 

The demand for culture also 
reflects higher incomes. As average 
incomes climb to upper-middle 
class levels, ‘‘average”’ tastes follow 
along. The escalator of American 
society has always meant more 
than just a higher standard of 
living. It has meant a higher 


standard for living. 


The Market Impact 


What does this new cultural 
interest mean for business? 

For one thing, there is now 
a mass market for culture—a 
$750 million book market; a 
$500 million musical instrument 
market; a $100 million classical 
record market; a tremendous 
demand for all the materials and 
products needed for education, 
including new construction. 

But there is a deeper and wider 
impact than this. The rising taste 
of the American consumer means 
a new order of priorities for many 
other kinds of goods. It’s no longer 
just a question of whether the 
price is right. The style has to be 
right, too. 

Style, of course, is one of the 
things we concern ourselves with 
at Standard Packaging. We think 
there is an exciting challenge to 
business in the chance to cater to 
a discriminating clientele—in the 
millions. 

We'll be happy to discuss our 


ideas with you. 


/ 
STANDARD PACKAGING CORPORATION oes 200 EAST 42 STREET, NEW YORK 17. PACKAGING PRODUCTS: FILM, FOIL, 
PAPER AND BOARD PACKAGING CONSUMER PRODUCTS: PAPER PLATES, BOWLS, CUPS, TRAYS - PAPER AND PLASTIC DOILIES, PLACEMATS, SHELV ING PAPER 
MILL PRODUCTS: FINE PRINTING AND BUSINESS PAPERS + PAPERBOARD - PULP STOCK BUSINESS SERVICES: CALENDARS, PREMIUMS, ADVERTISING, PRINTING 




















RACE of movement for the 
G front office is as necessary 
as economy and durability for 
production areas. Bassick can 
give you the one as well as the 
other. The ‘‘Bassick Bail’’ caster, 
illustrated here, and non-marking, 
non-staining nylon furniture 
glides will provide dignity and 
distinction to the finest 
front office. 1.15 


THE BASSICK COMPANY 
Bridgeport 5, Conn. 
In Canada: Belleville, Ont. 


move it 


GRACEFULLY 





on 


BASSICK 
CASTERS 





Communications 1959 Additional 


Salary Compensation 


1960 Additional 
Salary Compensation 





Columbia Broadcasting System, Inc. (A) (B) 
Marte SS: JORGE Vie oss vince es dae een 100,096 17,500 75,000 35,000 
James T. Aubrey, If... V.p." 2.2.00 ccc 100,000 40,000 68,942 20,000 


*V.p. since December, 1959. : 
(A) Additional compensation paid out. In addition, the following amounts were allocated as deferred compensation: Paley—$11,250; 


Stanton—$11,250; Jones—$22,500. 
(B) Additional compensation _ out. In addition, the following amounts were allocated as deferred compensation: Paley—$5,625; 


Stanton—$5,625; Jones—$5,000 


General Telephone & Electronics Corp. 


Donald C. Power, chmn.*........cc00¢ $181,900 Pee ATA $175,000 enhe 
Ban GC. Miche, 606 ios kiss cen 153,000 ode 150,000 
Thomas A. Boyd, exec. v.p.......+6.- 85,000 85,000 
Leslie H. Warner, exec. v.p.......... 85,833 85,000 


*As of March 5, 1959, corporation entered into employment contract with.Power providing that he wi!l remain in the service of the 
General system until June 3 (and thereafter at his election until June 1 ) at a salary of not less than $175,000 per 
year. Upon retirement he is entitled to an annual allowance equal to 3% per year of og of the average annual salary paid him 
for the 5 of the last i0 years of his employment during which he received the highest salar 

“Mitchell will receive $50,000 deferred compensation for each year of service for the years "i956 through 1960. This will be paid 
to him over a 10-year period upon his leaving the employ of the General system. As of Jan. 1, , the corporation entered into an 
agreement with Mitchell providing that if his employment is terminated by action of the il orestes or its subsidiaries prior to the 
date he is eligible for pension, the corporation will pay him a pension of $25,000 per year for life. 


International Telephone & Telegraph 


Corp. (A) (B) 
Harold S. Geneen, pres.*..........4+ $138,545 $ 35,001 $ 76,830 $ 21,016 
Charles D. Hilles, Jr., exec. v.p....... 82,000 Shake 82,160 4,903 
Route 9; REUOT, Wii a 0 vies wi ea ane 86,520 14,006 


*Elected June 10, 1959. 

*In addition Rader received in 1960 nonrecurring payments of $26,697 in connection with his employment by corporation. 
(A) Payable in cash. Bonus for Lag payable in up to five annual instaliments at $27.88 per share as follows: Geneen—538 shares, 
$14,999; Rader—215 shares, $5,994 
(B) Payable in cash. Bonus for 1959 pavsble in up to 5 annual installments as follows: Geneen—317 shares, $8,984; Hilles—74 
shares, $2,097. Award value per share $28. 














Symbol of 


Excellence 





























STEWART- WARNER CORPORATION. 
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Radio Corp. of America (A) (A) 
Dawid Sarmoll, CRN. .5.. .. esc ae eee $200,000 <'s'n $200,000 eae 
Frank M. Folsom, chmn. exec. comm.* 25,000 ee 83,333 $ 6,974 
Sohn Burns [WHOS 6 isicis pan case ce 185,417 $ 17,500 172,917 25,000 
Robert Sarnoff, chmn., NBC ........ ‘ 160,000 8,400 150,000 12,000 
Elmer W. Engstrom, sr. exec. v.p..... 135,000 7,700 132,917 11,000 
Charles M. Odorizzi, grp. ex. v.p..... 125,000 5,600 122,917 8,000 
*Retired June 1, 1959. 
(A) Incentive awards payable in 5 annual installments, Amounts shown paid during the year. 
Containers 
American Can Co. 
William C. Stolk, chmn.*.......+ cece $209,900 eeee $208,300 ecco 
Roy J. Sund, pres.**....... ial cahen Marah 105,941 sees 79,367 esee 
William F. May, V.p. ....scccccccccce 79,525 cece 56,050 eee 
Clarence L. Van Schaick, V.p. secseeee 79,200 cove 75,300 eae 
*Pres. until June 14, 1960. 
**V.p. until June 14, 1960. 
Continental Can Co., Inc. (A) (A) 
Lucius D. Clay, chmn. ....ccscccccse $108,000 $ 42,000 $108,000 $ 42,000 
Thomas C. Fogarty, pres. ...sssseece 120,000 ese50 120,000 coee 
Reuben L. Perin, exec. v.p. ...+++. Sars 75,000 eee 93,750 ryt 
(A) Deferred contingent compensation, payable in cash, 
Distillers 
Distillers Corp.—Seagrams Ltd. 
(Fiscal year July 31) 
Samuel Bronfman, pres. .......+..+ et $359,750 odes $358,323 ec0ce 
Allan Bronfman, v.p. ....-seceee aun 204,875 eese 204,162 eeee 
National Distillers & Chemical Corp. (A) (B) 
John E. Bierwirth, chmn.......... sa $207,414 2,082 s. $214,712 1,893 s. 
Roy F. Coppedge, Jr., pres. ......+++. 137,416 946 s. 129,502 833 s. 
RE. Fe, AHI GE. <5 os ce Howe desu d 102,208 757 s. 102,011 757 s. 
B: C; Ohiandt,.ex. V.p... « oiic.ce vee sesid 107,216 946s, 101,811 757 s. 
(A) Number of shares of common stock contingently allotted at $26. at per share, 
(B) Shares of common stock contingently allotted, $33.01 per share. 
Schenley Industries, Inc. 
(Fiscal year Aug. 31) 

$300,240 eeee $294,458 oes 


Lewis S. Rosenstiel, chmn, & pres, eee 
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Distillers 1960 Additional 1959 _ Additional 
Salary Compensation Salary Compensation 





Schenley Industries, Inc. 
(Fiscal year Aug. 31) 


Ralph T. Heymsfeld, ex. v.p...--+.+00 150,260 eens 150,140 “nes 
Adolph Hirsch, ex. v.p.*......+. oe wae 60,083 asee 90,140 eee 
Louis B. Nichols, ex. v.p........ wwen 75,260 vice 75,160 anes 
W. Earle Blakeley, ex. v.p. .....eee06 75,240 seen 75,160 chee 


*Ex. v.p. to June 17, 1960. 


Electrical equipment 





Allis-Chalmers Manufacturing Co. 


R; S Shavenenri: erat. kos os dca cceis $121,800 anes $111,700 ecce 
W: G: Scholl, @NG6. VD. «cc csaeungees 89,150 eees 81,550 cece 
ee en eres 68,800 mein 64,200 pon ae 
SE SiON, OF ND: . ss cao cao 68,800 vice 64,050 natin 
General Electric Co. (A) (B) (C) (D) 
Ralph J. Cordiner, chmn............ $280,044 1,331 s. $279,974 1,491 s. 
Rohert Panton, Mees... 063 Scewecens 212,489 971s. 212,497 1,087 s. 
Saunas 44: Gene. CG. 3 ios venue as 170,985 677 s. ch ated 


(A) Includes portions of the incentive compensation allotted in 1960 for services oo in 1959 that were paid in cash. 
(B) Incentive compensation contingently allotted (but not paid) in 1960 at $90.125 per 

(C) Includes approximately y7 fe compensation allotted in 1959 for services Gefiemed in 1958, this portion of incentive 
compensation having been paid in cash. 

(D) Shares of stock allotted contiagentiy in 1959 at $80.50 per share. 


Westinghouse Electric Corp. : (A) (B) (A) (B) 

Gwilym A..Price, chmn. ........-.-0. $106,450 Boe $115,550 gare 
Mark W. Cresap, Jr., pres. .......... 150,850 2,194 s. 136,494 1,972 s. 
i ee a See ne 111,316 1,536 s. 100,950 1,381 s. 
E. V. Huggins, v.p. & chmn. ex. comm. 107,503 1,360 s. 107,659 1,223 s. 


(A) Aggregate remuneration includes incentive compensation paid in cash, 
(B) Incentive compensation contingently awarded in stock. 


Zenith Radio Corp. (A) (B) 
Hugh Robertson, chmn. ........... j $ 60,000 $126,997 $ 56,667 $332,880 
Joseph S. Wright, pres. ............ 60,000 126,997 53,334 140,972 
S. Relen, oxee. We. ss cence 50,000 126,997 45,000 140,972 
Leonard C. Truesdell, pres., 

Zenith. Sates: Corp, .. ... 6.06 isces cis 50,000 126,997 46,667 144,722 
(A) Incentive compensation payable in 3 equal anngal insta s. Does not include amount set wor or accrued during year for 


profit sharing retirement plan: Robertson—$2,196; Wiicn $1 O96; Rovian $2,196, Truesdeli—$1 
(B) Incentive compensation payable in 3 equal annual instaliments. Does not include amount set ae or accrued during year for 
profit sharing retirement plan: Robertson—$2,404; Wright—$1,202; Kaplan $2,404, Truesde!|—$1,603 


Food products 








Armour & Co. : (A) (B) 
Frederick W. Specht, chmn.*......... $ 75,000 ews $ 75,000 oti 
William Wood Prince, pres. ......... 138,750 cee 111,923 Atk 
Edward W. Wilson, exec. v.p......... 79,039 $ 19,760 70,000 $ 12,600 
Robert H. Borchers, exec. v.p.......- 69,039 tees 60,000 8,400 
*Retired Oct. 31, 1960. 

(A) Contingent c ion under entive compensation P; made in five equal annual instaliments be- 


‘ayment 
ginning first day of February following date on which employee ceases to be abun by company 
(B) Contingent compensation under management incentive compensation pian. Payment Grade in ten equal annual installments 


after end of employment. 


Borden Co. 

Harold W. Comfort, pres. .......... $128,050 eke $128,100 

Roy D. Wooster, exec. v.p. .......+6- 108,950 seus 109,450 

Francis R. Elliott, exec. v.p. ....... ; 97,750 «vee 88,300 aware 


Corn Products Co. 


William T. Brady, chmn.*........+..- - $152,600** eke $151,900 ‘ao 
John R. Rhamstine, pres.***......... 116,933 cae 118,700 

Aaron S. Yohalem, sr. v.p........++. 65,917 pees Hots 

“Pres. in 1959. 


*In addition, will receive deferred compensation in the amount of $35,000 representing total remuneration under company’s 
executive compensation program awarded in 1959 and 1960, 


*Ex. v.p. in 1959. 
General Foods Corp. 
(Fiscal year March 31, 1960) : (A) (B) 
Charles G. Mortimer, chmn.* .....+++ | $150,000 $ 31,000 $148,333 $ 31,000 
y awee 115,000 16,000 


George Hampton, sr. exec. v.p.** «+e | 123,822 
Wayne C. Marks, pres.*** .....-++0- AO#273 100,000 16,000 


*Pres. in 1959. 
**Retired March 3h 1960. 
**Ex. v.p. in 1959 


(A) Deferred remuneration under management incentive plan, paid in May, 1960. Contingently payable in next four years: 
Mortimer—$124,000; Marks—$80, whi - 
(B) Deferred remuneration under management ine 00 plan, paid in May, 1959. Contingently payable in next four years: 


Mortimer—$124,000; Hampton—$64,000; Marks—$64 ‘ 3 
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MOVE... & 


UNtll you iow 


who's really got the 

fastest gun in Gulch- 

ville. Or, when it 
comes to picking a site for your 
company’s new plant, laboratory, 
warehouse or district office, don’t 
make a move until you find out 
all about San Bernardino County 
in booming Southern California. 
Whether your primary concerns 
are the nearness of supporting 
industry, rich markets, manpower 
reservoirs, transportation, cheap 
industrial land; low-cost utilities, 
climate or community advan- 
tages, you'll find there’s no place 
quite like San Bernardino County. 
Before you make a move, get the 
facts, in confidence, on Industry’s 
favorite county. 


A. B. Groos 
Director of Industry 
Board of Trade 
San Bernardino, California 


Write or wire Dept. BW-5/61 
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eee, $ 
look <2. += °° 
what you 
can't see... 


In a Paterson Overlay Paper you can’t 
see the paper! All you can see, seeming- 
ly floating, is the attractive metal fleck 
pattern. 

After the Overlay Paper has been put 
under heat and pressure and saturated 
with a special plastic resin—it becomes 
transparent. All you see is the colorful 
pattern. All you feel is a hard, wear- 
resistant surface. But it all started with 
the disappearing act of a Paterson 
Overlay Paper. 

Whatever your particular needs, 
Paterson offers a range of pattern 
papers, filtration papers, absorbent 
papers, saturating papers, high-strength 
cloth-substituting papers—and other 
Custom Papers. And whatever your 
business, we invite your inquiries. 


PATERSON PARCHMENT PAPER CO. 
Bristol, Pennsylvania 
NEW YORK, N.Y., CHICAGO, ILL., SUNNYVALE, CALIF. 
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Food products 





1960 _ Additional 1959 
Salary Compensation Salary 
General Mills, Inc. 
(Fiscal year May 31, 1960) 
Gerald S. Kennedy, chmn. .......+6. $100,000 ye $130,294 
Chartes 32. -Bell, OGG. oes cecccescsic 125,000 saws 178,784 
Arthur D. Hyde, OX ND. 6 6 okc cs das 77,500 econ 110,257 
Edward O. Boyer, ex. v.p. .......... 60,900 cece 87,139 
Edwin W. Rawlings, ex. v.p. ........ 73,333 ecco Sees 


(A) Deferred compensation to be paid one year after retirement. 


National Biscuit Co. (A) 

George H. Coppers, chmn.* ...... ae $231,895 aika $155,000 
Lee'S. Bickmore, Pres. .... vices scsee 107,733 $ 16,533 81,750 
George A. Mitchell, sr. v.p. ........- 83,550 iene 79,400 
Russell M. Shultz, sr. v.p. .........+- 82,950 ay 79,400 


*1960 salary includes salary, fees and deferred awards in 1960. Died Dec. 28, 1960. 


Additional 
Compensation 


(A) 


$ 9,000 
12,500 
8,000 
6,000 


(B) 


$ 6,694 


(A) Cash awards currently payable under management incentive compensation plan. In addition the following deferred awards were 
made including stock shares at $75.388 per share: Mitchelli—$6,300, 85 shares, value $6,406; Shultz—$6,300, 85 shares, value 


4 


(B) Cash awards currently payable. In addition the following deferred awards were made in cash and stock shares at $54.10 per 
share to: Coppers—$6,366, 118 shares, value $6,384; Mitchell and Shultz—$3,183, 59 shares, value $3,192, each. 


National Dairy Products Corp. 


E.-€ Stewart, chan.) isis toes eeaw ee : $186,580 eees $186,600 
J. Huber Wetenhall, pres. .......... 101,480 ere 91,083 
J: Clyde Lottis, i043 2 osc seiiasoeve 101,380 re 101,885 


*Under employment contract Loftis will apes for eight years following termination of employment, annually $27,344 plus $6,250 


for each year of service after Dec. 31, . 


Glass 





Libbey-Owens-Ford Glass Co. 


G. P. MacNichol, Jr., pres. ......--6- $152,319 coe $140,608 
CWE BMS, QRCo Ws. asokaves's 126,319 ose 114,608 
John D. Biggers, chmn. fin. comm. .. 114,619 eee 166,608 
Owens-Illinois Glass Co. 

J Ps: SOIRGS bss eck awk rene $150,000 ovee $150,000 
C. RB. Megowan, Pres... s.... s.'ss ss \¥.0's 145,000 cece 145,000 
C. G. Bensinger, exec. v.p. ......+4-. 100,000 esee 100,000 
H.C. Laughn, eX6¢:-V.B: ac00saste'e 100,000 ecco 100,000 
Pittsburgh Plate Glass Co. (A) 

E. T.-Asplundh, chimn, «oso 2.0 <0 aa ‘ $150,033 ecco $143,750 
Dawid 33) F400; 088. .<6 3. sis. watelean'd oi 209,996 eae 230,000 
Leland Hazard, consultant .......... 100,000 rea 125,000 


(A) In addition, under employment contracts, certain officers are entitled to receive annual cash payments and deliveries of shares 
of stock after retirement: Asplundh—$49,405 a year for two years, thereafter $35,155 per year for life, plus 3,384 shares; Hazard— 
$28,500 in the first year plus 635 shares; Hill—1,822 shares. Amounts equivalent to declared dividends on this stock, credited as 


dividend equivalents at Dec. 31, 1960, were as follows: Asplundh--$13,782; Hazard—$4,851; Hill—$5,762. 


Grocery chains 





Great Atlantic & Pacific Tea Co., Inc. 
(Fiscal year Feb. 25, 1961) 


Ralph W. Burger, chmn. & pres. ..... $201,069 ove $200,969 
John D. Ehrgott, v.p. & treas....... te 141,061 ese 126,333 
Harry B: George, Vip. 6 wesc esiveves 113,973 ove 101,321 
Stephen W. SHOE, V6 6. oc 'cé caw ces 93,069 ose 88,477 
Kroger Co. (A) 

Joseph B. Hall, pres. ..... ike Sat araiate $175,000 $ 577 $178,365 
Jnceb: ©. Davis! V0.5 =. <3 a eee 100,000 577 101,923 
Jonn MM; Lockhart, Vp: . os -is0sss-ce ue 100,000 577 101,923 
(A) Credits in employees’ savings & profit sharing plan, 

Safeway Stores, Inc. (A) 

Robert A. Magowan, chmn. & pres...  $ 75,000 $ 60,000 $ 75,000 
W. S. Mitchell, sr. v.p. ........00.- . | > 72,916 36,458 50,000 
George T. Burroughs, v.p. .......... ee 50,000 25,000 50,000 
A. Russell Griffith, v.p. ........... <a 50,000 25,000 50,000 

fi : 


(A) 


$ 766 
766 
766 


(B) 


$ 60,000 
25,000 
25,000 
25,000 


) Share in profits. In addition, 1960 contribution to deferred profit sharing plan: Mitchell—$16,406; Burroughs—$11,250; 


(A 
Griffith—$11,250 


{(B) Share in profits. In addition, 1959 contribution to deferred profit sharing plan: Burroughs, Griffith, Mitchell—$11,250 each. 
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IF YOU GUESSED a porthole, a saucer of milk, or an open manhole, 
you’re wrong. It represents an important source of revenue to the 

Rock Island railroad: manufactured goods. The point is, no matter what 
you want to ship—whether vast quantities of a tiny item or a one-of-a-kind 
colossus—you can be sure the Rock Island will spare no effort 

to transport it carefully, quickly, and economically. Modern equipment, 
electronic traffic controls, automatic classification yards, 

systemwide Teletype and Microwave networks, experienced, 

expert, conscientious personnel—all assure that your freight will 

be handled the way you want it handled. 


What is it? See page 92 
wie ROCK ISLAND LINES 


l 


v Island The railroad of planned progress 
Liana — ° ’ 
...geared to the nation’s future 
CHICAGO 5 
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1. Polyethylene is chosen for squeeze bottles 
(a) travels safely (b) comes 
(c) resists chemicals 


because it: 
in a variety of colors 


What’s your score on 
‘nackaging with polyethylene”? 


(Exciting uses hold profitable ideas) 





2. Applying protective polyethylene film to 
this 2000-gal. tank takes: 
(b) 30 seconds 


(a) 30 minutes 
(c) 15 minutes 





3. Wrapping bread automatically in poly- 
ethylene film: (a) reduces rewraps (b) aver- 


ages 43 loaves/min. (c) keeps bread softer. 


ANSWERS 


Check all three. They’re just a few reasons why 
polyethylene squeeze bottles are so popular. 

2. (b)—Only 30 seconds! Previous materials took 15 
minutes. 

Check (a) and (b). (c) is also a well-known advan- 
tage of polyethylene film. 


If you have questions—about plastics and 
their potential for your business— please ask 
us. We'll be glad to answer on the uses of 
polyethylenes, epoxies, phenolics, styrenes, 
and vinyls. Just write or call any of our of- 
fices or write Dept. JA-19E, Union Carbide 
Plastics Company, Division of Union Carbide 
Corporation, 270 Park Avenue, New York 17, 
New York. In Canada: 
Union Carbide Canada 
Limited, Toronto 12. 
BAKELITE and UNION CARBIDE 
are registered trade marks 

of Union Carbide Corporation 


UNION 


CARBIDE 
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Mail order houses ; 
1960 Additional 1959 Additi: 








* Salary Compensation Salary Compensai 


Montgomery Ward & Co., Inc. 


(Fiscal year approx. Jan. 31) (A) (A) 

ete A. SONG, CAVE. 6 c.s1e 65-00 0s oe ee $101,200 $ 36,736 $100,033 $ 36,875 
Paul M. Hammaker, pres.*.........4¢ 91,200 22,668 78,500 22,700 
Charles J. Kushell, 30. Vib. 2.26 cess 76,200 17,892 65,475 12,080 


*Ex. v.p. in 1959. 
(A) Deferred compensation annual payments during 10-year period upon termination of employment. 





Sears, Roebuck and Co. {A) (A) 
Fowler B. McConnell, chmn.*........ $ 51,275 ces $147,262 $ 1,480 
Charles H. Kellstadt, chmn.**........ 158,466 $ 1,320 147,262 1,480 
Crowdus Baker, pres. and chmn. 

EONGE COMIN. is 62's 6s onl be see 2 129,621 1,320 105,000 1,480 
George H. Struthers, v.p........... é 103,656 990 73,226 1,110 
Austin. T.:Cushman, Vip. ss cs%..cccn'ed 103,000 1,320 106,000 1,480 
Hugh K- Duthiolt, Wap. 6.0605 12 écaeie : 101,500 1,320 103,000 1,480 
Gordon M. Metcalf, v.p...........4- r 100,156 1,320 94,631 1,480 
*Retired May 9, 1960. 

*Pres. until May 9, 1960. 

(A) Employer’s contribution to profit sharing fund, 

Nonferrous metals 

Aluminum Co. of America (A) : (B) (A) (B) 
Frank L. Magee, chmn.* ........+.- . $177,500 $ 27,500 $187,000 $ 45,000 
1. W. Wilson, chmn. fin. comm.** ...¢ 162,500 20,000 195,000 45,000 
Lawrence Litchfield, Jr., pres.***....¢ 108,750 22,500 97,000 30,000 
Leon E. Hickman, exec. v.p.......- od 129,000 — 21,000 140,000 36,000 
M. M. Anderson, exec. v.p. .......+ é 117,000 21,000 127,000 35,000 


*Pres. until Sept. 15, 1960. 

**Bd. chmn. until Sept. 15, 1960. 

***Ex. v.p. until Sept. 15, 1960. 

(A) Includes additional compensation accrued for Services rendered in year although such additional compensation was not payable 
until following year. 

(B) Amounts accrued by the company for the accounts of officers Under deferred compensation agreements for payment after 
termination of employment. 


American Smelting & Refining Co. {A) (B) 

J. D. MacKenzie, chmn. & pres. ..... - $119,397 118 s. $102,179 78 s. 
R. Worth Vaughan, v. chmn. ....... é 71,950 82s. 71,923 68 s. 
E. McL. Tittman, exec. v.p. ......... Z 73,315 73s. 63,313 58 s. 
R. D. Bradford, exec. v.p. ......+.- i 73,315 73s. 63,081 50s. 
Adin: A;- Brown, Mipy<3.048c6s50e8es i 61,705 71s. 61,766 58 s. 


(A) Shares of stock contingently allotted in 1960'at $45.00 shar 

contingent allotments in 1960: MacKenzie—$1,523; Vain 1,287; Titiman-—$769; Bradford—$1,032; Brown 

(B) Shares of stock contingently allotted in 195% ata 4.375 per n #:0Mal compensation plan. Dividend equivalents 
on contingent allotments: MacKenzie—$749; Vaughan-——$648; Tittman—$363; Bradford—$514; Brown—$354. 


® under additional compensation plan. Dividend equivalents on 
52 


Anaconda Co. 


Clyde E. Weed, chmn. ........-e+0. é - $202,880 Sees 







2,886 $201,590 see 
Charles M. Brinckerhoff, pres. ...... ‘A227 600 wave 126,785 cel 
Edward S. McGlone, exec. v.p...-..¢  %42,900 pce 111,510 ceee 
C. J. Parkinson, @X€C. V.D....2s.6 5 600 ‘ ease 86,690 ecce 
Kaiser Aluminum & Chemical Corp.- | 
Henry J. Kaiser, founder — chmn. . ga $121,025 aeee 
Edger F. Kaiser, CHIN. w:c¢69 i 0tene i sees 101,841 eeec 
E.-E. Trefethen, Ir., Vv: ChMN: i... 'so5% seas 104,082 cece 
D: A. RHONESS, 'W1OSs sos cs RReae hoes 145,000 cece 
Kennecott Copper Corp. (A) 
Charies A: Cok. O06. <a sina kau ives $191,600 eoee 
Frank R. Milliken, exec. v.p......... - $ 47,500 126,500 tome 
(A) 1960 Executive Incentive Compensation awards 
National Lead Co. (A) 


Joseph A. Martino, pres., 


SUN. OX COMMUN, 5\50\ 68 8s ee eke ee $260,000 $ 39,000 
Alfred H. Drewes, v.p. .......22eee6 125,000 18,750 
Frank J. Moegler, Wb...» «s*Ks%enen 113,750 17,062 
David A. Merson, v.p. ........ 113,750 17,062 


Joseph H. Reid, v.p. ....%%s08sssseN8 106,250 15,937 
Graham W. Corddry, mgr. 


Titanium, DV. 6os0.cvebewuriers 105,000 15,750 


(A) Accrued under profit-sharing plan. 
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Most Inviting Sales “Climate” Yet Devised— 


1 WORK 


gets. Balanced Cooling! 

















! vii 
Now! The air conditioning that prevents Weg all whee -_ aa ee i 
over-cooling, stickiness, drafts! 


Balance makes the big difference in air conditioning! That’s Pp : : 
why York designs and engineers its own major components ged on pag 
to assure full coordinated control of temperature, humidity, .* 

2 : ; - ; Center, Tucson, Arizona 
circulation and filtration. Result: crisp, uniform comfort no 
matter how high the temperature or how heavy the crowds. York Packaged Air Condi- 

York Packaged Air Conditioners are available in water- tioners provide just the flex- 
ibility needed in this huge 





cooled models from 3 to 33.3 tons capacity. The heavy-duty das shovol t 
models have reserve cooling systems to keep the cooling in ee a Soaks as fl 
constant balance with the heat load under all conditions... Sendiioned for the vitimate 
save you 15% or more on operating cost. Units are self-con- in comfort. 


tained ...or remote...can be used with or without ductwork. 

You can start with a single unit and add them zone by zone 

or floor by floor. LOOK IN THE YELLOW PAGES for Don't settle for ordinary air cnnditioning 
the name of your nearest York Dealer! when you can get York ‘Balanced Cooling’’ 


Lease Plan Available that lets you air 
condition without capital investment. 


YORK 


Air Conditioning, Heating, Refrigeration and Ice Equipment « Products for Home, Commercial and Industrial Installations 


CORPORATION 


SUBSIDIARY OF BORG-WARNER CORPORATION ® 
WEST GRANTLEY ROAD, YORK, PENNSYLVANIA 


























. Black-Light 
Insect Control 


lures, traps, kills NIGHT-FLYING BUGS 
..-¢ontrols army worms, cutworms, ete. 


Light-sensitive bugs are irre- 
sistibly attracted to ‘“black-light”’ 
lamp. Then suction takes over and 
WHOOSH ... they’re in the bag! 
It’s that simple and certain. 

Lightweight, portable, safe. Op- 
erates for less than a 60-watt bulb. 
Just hang it up, plug it in... Bugs 
magically vanish. Fully guaran- 
teed. Only $34.95, stand extra. 
Larger models available for com- 
merce and agriculture. 


Write for free literature and dealer name. 


McDonough Power Equipment, Inc. 
McDonough 5, Georgia 
— Our 71st Year— 





TELL AND SELL EVERY DAY 
AT THE BUYING POINT WITH 
“ON THE JOB" ADVERTISING REMINDERS 





Your od message is seen daily he ane N 
iad 
becouse your customer refers 
to it daily—on READY REFER- 
ENCE advertising dated books. 
Let us show you the features 
and better quolity that assure 
you extra daily use at no 
extra cost. Select from over 
20 READY REFERENCE poge #505 
styles ond sizes in America’s 7" i 
largest selling Date Book Line. 5” x 8” Desk Calendar Pod 
DAY, WEEK or MONTH AT-A-TIME BOOKS and PADS. 
Complete budget range for Pocket, Desk or Wall use. 


LEES ADVERTISING LINES, INC 
Creative Specialty Advertising Gift and Incentive Programs 


25 East 26th Street New York 10, N.Y. 








As a reader of BUSINESS 
WEEK, you are served by the 
largest world-wide network 
of business news reporters 
maintained by any magazine. 
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Nonferrous metals 
1960 





Additional 


Salary Compensation 


Reynolds Metals Co, (A) 

RS. Reyna, Jt. pres." 6... tenes $155,780 
J. Louis Reynolds, exec. v.p. ........ 166,261 
D. P. ‘Reynolds, exec. Vp. <0... 00% 135,910 
W. G. Reynolds, exec. v.p. ........-- 137,242 
ister ees ili: aoc sk aa Sa 110,940 


*In addition, Robertshaw-Fulton Controls Co. paid during 1960 $37,900 to R. S. Reynolds, Jr 
(A) Includes cash payments made in 1961] for services tenderec in 1960 under company’s additional 


(B) 


500 s. 
813s. 
813s. 
813s. 
688 s. 


1959 
Salary 


(C) 


$166,820 
167,125 
136,665 
139,315 
111,660 


cash bonus payments made in 1960 by several foreign subsidiaries for services rendered in 1959, as follows 


$2,556 and W. G. Reynolds—$4,811 


(B) Incentive compensation contingently allotted in stock (@ $39.97 per share. 
(C) Includes cash payments made in 1960 for services rendered in 1959 under company’s additional compensation plan. Includes 
cash bonus payments made in 1959 by several foreign subsidiaries for services rendered in 1958, as follows: 


$13,327; W. G. Reynolds—$6,550 


(D) Incentive compensation contingently allotted in stock at $42.85 per share. 


Office machines : 





International Business Machines Corp. 


Thomas J. Watson, Jr., pres. ........ $141,000 
Albert L. Williams, exec. v.p. ........ 116,635 
Arthur K. Watson, v.p. ........e006- 95,600 
(A) Percentage compensation having relation to profits, 

National Cash Register Co. 

Stenley C. Allyn, CAMAR.. .oscc cscs ces $150,000 
Robert S. Oelman, pres. .........0+- 218,750 
Gordon A. Lowden, exec. v.p. ...... 90,000 
Harry C. Keesecker, v.p. .........4. ‘ 100,000 


(A) Trust for employees. This does not come from company funds. 


Sperry Rand Corp. 
(Fiscal year March 31, 1960) 





Gen. Douglas MacArthur, chmn, .... $ 68,600 
Hatry Fo MiGs; OOS. 8. si. ok ksedse _ 225,000 
Kenneth R. Herman, ex. v.p. .......- 133,300 
Carl G. Holschuh, 6x. Vip. 335s <c+0s : 119,950 
Oil 

Cities Serx. ~ Co. 

Gurl S. Watson, Ghmn.- <6. isiese<esn $153,030 
W. Alton Jones, chmn. ex. comm. .... 101,660 
INGE AMBLER, -BHOE.: 6 5 a8 ods «sale , 127,220 
Henry L. O’Brien, gen. counsel ...... 102,590 
George H. Hill, Jr., sr. v.p. .....20e 84,690 
Alfred P. Frame, St.iV.0) 6006 ive ewe 84,350 
(A) Thrift plan. 

Gulf Oil Corp. 

W. K. Whiteford, chmn.* ......cee008 $175,000 
R: 2: Ahoades, chin’ *>. 3.205 Veiece 104,166 
E 'D: Brockett, pres 2"? 3. Pes i Eee 93,333 


*Pres. to Oct. 31, 1960. 
**Resigned Oct. 31, 1960. 
***Ex. v.p. to Oct. 31, 1960 


(A) 


"$166,543 
122,132 
38,860 


(A) 


$ 6,653 
4,435 
2,661 
2,606 


one 


(A) 


4,000 
3,750 
4,000 
2,887 
3,300 


(A) 


$150,012 
58,509 
125,000 


$140,400 
115,435 


$250,000 
190,000 
87,500 
94,750 


$ 68,600 
225,140 
124,060 
111,620 


$152,460 
126,380 
105,166 
101,980 
80,430 
80,050 


$175,000 
125,000 


Additional 
Compensation 


(D) 


1,750 s. 
1,516 s. 
1,516s. 
1,516s. 
1,283 s. 


$7,900 during 1959 


compensation plan. includes 


J. Louis Reynolds 


J. Louis Reynolds— 


(A) 


$148,160 
108,650 


(A) 


$ 6,873 
4,468 
2,749 
2,463 


(A) 


$6,000 
5,000 
625 
4,000 
2,756 
3,150 


(B) 


$150,006 
100,028 


s. 


(A) Incentive compensation plan payable in five equal instaliments. tn addition, share units contingently credited to accounts of 


Whiteford—4,926 units; Rhoades—1,921 units. 


(B) Incentive compensation plan. Payable in five equal annual iMstaliments. in addition, share units contingently credited to 
95 


accounts of: 1959: Rhoades—2,788; Whiteford—4,183; 1958: Proctor—995; Whiteford—1,055; Rhoades—795. 


Phillips Petroleum Co. 


KS, Adams, CARE <2 65 cones sees? $225,800 
Stanley Learned, chmn. exec. 

comm. and asst. to pres. ......... - 160,000 
Paul Endacott, pres. .......... cee to .OOO 
W. W. Keeler, exec. v.p. ....e ee eeeee) 135,000 
BS. F. Siratey, UD. 6a kssackaceeeus 90,000 
John M. Houchin, v.p. .......eeeeee | 85,833 
Rayburn L. Foster, v.p. tent eeeeeeeel * 85,000 


(A) 


eeee 
vane 
seen 
seer 
_ eee 


eee 


$200,000 


i 150,500 
i 160,000 
125,000 
85,500 
63,333 

85,000 


(A) 


(A) In addition, under the company’s contributory thrift plan, participants may deposit not more than 5% of their salaries in 
Funds A and B and for each five years of service may deposit an additional 1¢ of their salaries in Fund C, The company con- 
tributes an amount equal to 50% of their deposits. All officers participate in this plan to the maximum extent possible. 
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THE EAVESDROPPER 


“T tellya, Ed, I heard of a new system that’s unbeatable” 


Unbeatable is a braggy adjective. But it does aptly describe Honeywell 800. Dollar for dollar this 
all-transistorized system outperforms any of its competitors you can name. The big reason is 
Automatic Parallel Processing, the formal way of saying Honeywell 800 (and on/y Honeywell 800) can 
process up to 8 jobs all at once — without costly, complicated programming. 


Of course, there are other reasons, too. You can learn them all simply 
by calling or writing Honeywell Electronic Data Processing Division, Honeywell 


Wellesley Hills 81, Massachusetts; or [H) Clatrouie, Dati. Prscessing 


Honeywell Controls Limited, Toronto 17, Ontario. 

















A practical, understandable 
working tool for 


management and labor 





New 1961 Guidebook to 
Labor Relations 


Published by Commerce Clearing House, 
Inc., leader in labor law reporting, this 
Guidebook quickly, clearly explains the com- 
plexities of today’s labor relations rules. It 
charts a clear course through the maze of 
rules, interpretations and court decisions that 
have evolved under the Federal statutes— 
tells you what you can and cannot do under 
current labor conditions. 


Employer, labor lawyer, union steward, 
mediator, personnel manager or government 
official—you’ll find a clear, concise answer to 
your questions in this handy 336 page ref- 
erence volume covering: 
¢ Labor objectives and rights « Employee repre- 
sentation; bargaining units; elections « Unfair 
labor practices « Employer interference in union 
activities » Domination of unions « Discrimi- 
nation « Restraint or coercion by unions « Strikes, 
picketing, boycotts, injunctions « Collective bar- 
gaining « Mediation of labor disputes « Admin- 
istration and court action. 

“One of the fifteen best business books of 
the year”’ said a top reviewer of a prior edi- 
tion. Order your copy today. $5 postpaid. 
Use the handy coupon. 


Dependable— 
A Commerce Clearing House Publication 


F ccH Products Company 
| 4025 W. Peterson Ave., Chicago 46, Ill. 


Please send me a copy of CCH’s 1961 Guidebook | 
to Labor Relations at $5. (Remittance with order 
saves small postage and packing charge.) Satisfac- 














| 

| 

| tion guaranteed. l 

| ( ) Check herewith ( ) Bill me 

Name. | 

| Company l 

Address. 

City Zone State | 
Also send full details on time and money sav- I 

: t( ) ing CCH Labor Law and Arbitration Awards | 


Reporting—no obligation, of course. 
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Oil 
1960 Additional 1959 
Salary Compensation Salary 

Shell Oil Co. (A) 
H. S. M. Burns, pres. & 

chmn. exec. Comm. .....seeeee% ° $225,000 $ 22,500 $225,000 
Monroe E. Spaght, exec. V.p. ..+++e+s 150,000 15,000 135,000 
D. B. Kemball-Cook, exec. v.p. ..+++s 90,000 9,000 80,000 
R. C. McCurdy, pres. 

Shell Chemical Co. ......+. ovceee 135,000 13,500 125,000 
(A) Payments to Shell provident fund, 
Sinclair Oil Corp. (A) 
P. C. Spencer, chmn. .....++ee0. cee $185,600 5,550 $185,500 
James E. Dyer, v. chmn. ....--+-eee8 115,600 3,450 109,250 
E. L. Steiniger, pres. ....-..seeeeers 130,600 3,900 124,300 
Harry Jeffries, chmn. fin. comm.” 85,650 2,550 80,600 
O. P. Thomas, exec. v.p.** ...eeeee oo 51,443 1,275 
*Exec. v.p. to March Et 1960. 
**V.p. to March 23, 1960. 
(A) Employees’ savings plan. 
Socony Mobil Oil Co. (A) 
F. W. Bartiett, chmn.......... cme © $130,000 6,500 $129,167 
A... Nickerson, PFOB:.... +:<.06' se cewses 165,000 8,260 165,000 
H. Willetts, exec. V.P. . 2s cccsccccese 115,000 5,760 113,333 
HM. 5. Golwnidt, OnOG. VP. oc ccvcce ders 95,000 2,850 87,500 
P. V. Keyser, Jr., exec. v.p. .........- 93,333 4,667 90,000 
G'S. Dunham, SF. VPs psio.casads oscea 90,000 4,500 90,000 
(A) Amount paid to trustee under Employees’ Savings Plan. 
Standard Oil Co. of California (A) 
Re- Gi Felis, CHM Sv ics c00 se een $200,000 $ 13,383 $200,000 
7. BS. PRSTOGA, DUOC. on soc:kb sewed 175,000 11,685 175,000 
Reed LONE, Wie. .oheisin pe ceee ee San 120,000 7,963 120,000 
(A) Amount contingently allocated under stock plan. 
Standard Oil Co. (New Jersey) (A) 
Eugene Holman, chmn.* .........- : $ 83,333 $ 11,994 $250,000 
(eo: 0. Welch, chmn.®” 6 isis cess 179,167 14,067 143,750 
Ma) RAEN OONG, ONES 5 ics nsw cices' 239,583 19,346 214,583 
Es E. Soubry, Ones. VD. ov0s000 v.00 168,750 13,667 153,750 
CWE BOR, OX0CE GD. o's. Saticcee om 168,750 13,667 153,750 
*Chmn. until April, 1960. 

**Exec. v.p. until April, 1960, 
(A) Thrift plan. 
Texaco, Inc. (A) 
Augustus C. Long, chmn. .......++. ° $250,000 $ 6,012 $218,790 
J OU, ODS. | 5 c's we dante ete 140,000 4,212 127,500 
Oscar John Dorwin, sr. v.p. & 

MO. CORNED, oo ois. 5a Boe hs. gis tee 103,450 2,700 96,870 
C. 8B; Barrett, OF..NG. sscctiesulcavs 93,005 2,412 75,000 
A) Dollar amounts were paid to trustee under company’s employees’ savings plan. 





Paper 

Crown Zellerbach Corp. 

RO. Phiri: Die. ox eS sees $121,100 
A. B. Layton, chmn. fin. comm.** 100,200 
PF; Sieitir, C606. Gs tec sc oes 80,900 
Guid TeOwlat, O0MD.: S040 5A wick ca 70,800 
ing Win, VFR. obese woneeueu 70,800 
GE: VOund, SF. Viiv, <6 cacidcecesvdes 55,700 


“Ex. v.p. to June, 1959. 
**Pres. to June, 1959. 
***Elected May, 1959. 
**Elected June, 1959. 


International Paper Co. 


cececcccee $175,000 


John H. Hinman, chmn... 


Richard C. Doane, pres. .......e+e06 175,000 
Lamar M. Fearing, exec. V.p. ...++ee- 75,000 
EF. -Manry SINOGO, NB. os. sccwsscees 75,000 
Gia DAS; Borie cesses essen 71,496 


eve $112,767 
101,100 

wee 70,984 
eve 65,900 
eeee 65,400 
eee 55,300 
cece $185,417 
ecoe 165,625 
eeee 75,000 
cece 71,496 
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Additional 
Compensation 


(A) 


$ 22,500 
13,500 
8,000 


12,500 


(A) 


$ 5,550 
3,112 
3,562 
2,325 


(A) 


$ 5,818 
8,260 
5,677 
2,626 
4,500 
4,500 


(A) 


$ 12,619 
11,018 
7.509 


(A) 


$ 23,775 
13,438 
20,004 
14,387 
14,387 


(A) 


$ 5,760 
3,822 


2,580 
2,232 


‘ Units, each equivalent to one share of stock 
plus dividends on it, are payable in installments after retirement or death. Units in 1960: Long—1,530; Dorwin—554; Barrett—535. 
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Pharmaceuticals 





1960 Additional 1959 Additional 

Salary Compensation Salary Compensation 
Johnson & Johnson (A) (B) (A) (B) 
R. W. Johnson, chmn. .....+-e-eeee ° $141,000 Kes $147,500 ae 
P. B. Hofmann, chmn. exec. comm... 140,842 $ 32,366 137,602 $ 29,180 
G. O. Lienhard, v. chmn. ex. comm. .. 129,877 29,571 127,330 26,960 
G. F. Senith, OFOS.. o~ occccwcecccesces 120,245 27,504 105,396 15,837 
H. C. McKenzie, member ex. comm. .. 109,143 14,847 110,762 13,085 
R. B. Sellars, member ex. comm. .... 104,223 19,016 112,560 18,719 
W. J. Holman, Jr., member ex. comm. 103,162 9,854 106,679 5,854 


(A) Includes amount expensed for value of common stock accrued during year under stock compensation agreements. Issuance partly 
on deferred basis. : mat 
(B) Extra compensation, payable upon termination of employment. 


Merck & Co., Inc. (A) (B) (A) (C) 
Vannevar Bush, chmn. ....... aasue $ 25,000 ‘Sean $ 25,000 5 Ware 
John: T: GOONOr. GIOE. ois cc eseeeas 105,239 698 s. 135,300 390 s. 
Henry W. Gadsden, exec. v.p. .....- 99,935 639 s. 129,861 390 s. 


(A) Includes cash awards during year under company’s executive incentive plan for services performed the previous year. 
(B) Contingent awards of common stock pursuant to executive incentive plan @ 85.95 per share. 
(C) Contingent awards of common stock pursuant to executive incentive plan, @ $76.775 per share. 


Charles Pfizer & Co., Inc. (A) (A) 

John E. McKeen, chmn. & pres. ..... $201,100 éuws $201,075 oe 
John J. Powers, Jr., Sr. V.p. ....000- 150,610 ey 142,886 ‘ 
Allan J. Greene, admin. v.p. ........ 97,371 Te 93,475 alain 


(A) Includes amounts accrued during year as additional compensation based on percentage of net profits of the company and its 
subsidiaries. 


Smith, Kline & French Laboratories 





Francis Boyer, chmn..... eidewedwor’ $100,000 cove $100,000 wave 
Walter A. Munns, pres. ....... codes 142,872 ecce 143,072 eevee 
Robert W. Hompe, v.p. ....2+seeesee00 82,152 cece cece cece 
Soap and toiletries 

Colgate-Palmolive Co. (A) (B) 
Edward H. Little, chmn. ........... ° $127,894 $ 10,000 $150,000 $180,000 
George H. Lesch, pres.* ............ 105,137 6,000 80,000 85,000 
Ralph A. Hart, exec. v.p. ........... 100,000 5,000 99,820 75,000 


*V.p. in 1959. 

(A) Incentive award for 1960 payable in five or more annual installments if and as earned out. Figure in (A) column is amount 
paid for 1960. To be earned out: Little—$40,000; Lesch—$40,000; Hart— 5 i 
(B) Executive incentive compensation plan approved in 1958. The first $5,000 of each award or 20% thereof, whichever is 
greater, shall be payable when award is made and balance in four equal instaliments thereafter. 


Procter & Gamble Co. 


(Fiscal year June 30) (A) (A) 

Neil H. McElroy, chmn.* ..... ween $248,913 $ 24,807 sees Seve 
Richard R. Deupree, honorary chmn. 75,000 aks $100,000 eve 
Howard J. Morgens, pres. .......... 285,000 43,890 285,000 $ 42,007 
Walter L. Lingle, Jr., ex. v.p. ........ 225,000 41,382 225,000 39,607 


“McElroy elected director and chairman of board Dec. 8, 1959, succeeding Deupree. McElroy was director of company since 1943 
and president since 1948. Resigned Sept. 30, 1957, and granted leave of absence to become Secretary of Defense. 
(A) Amount set aside in profit sharing trust plan. 


Steel 





Armco Steel Corp. 


Ralph L. Gray, chmn. & consultant* .. $ 65,000 eccoe $275,037*** baa 
Logan T. Johnston, pres.** ....... ‘ 199,036 ace 155,035 ewe 
Ree Wi «ssc kasd abe wen pam 107,635 Wis 111,034 eer 


*Pres. in 1959. 

**Ex. v.p. in 1959. 

***Includes $150,000 allocated Gray from incentive compensation fund for 1959, only 1/5 of which was paid at time of 
general distribution of fund, the balance being payable in 4 equal annual instaliments commencing in 1961. 


Bethlehem Steel Corp. (A) (B) 

A. 8. Homer, chimn.* .. cccccseseces $300,000 3,634 units $200,000 $207,785 
ae MN ODS dcic'e ce enw cuene 2 241,250 2,922 units 155,000 161,339 
Ey ee, Oe nonce vaca tnaeee 235,000 2,847 units 155,000 161,339 
as ee SUR 5 anna 600k ham wale 235,000 2,847 units 155,000 161,339 
A. ©. Peterson®** . .cccccccscccccee 235,000 2,847 units 291,561 151,561 
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The corporate symbol of Trans- 
america is the sum of many en- 
terprises. @ There is only one 
Transamerica. But it has many 
features . from real estate de- 
velopment by the Capital Com- 
pany to heavy machinery, and 
aero-space manufacturing by 
General Metals Corporation. 
@ Today, insurance is a major 
feature. @ The Transamerica 
Insurance Group spans the entire 
insurance field, from life to casu- 
alty, from fire to fidelity. 
@ Within this group are the 
multiple-line American Surety 
Company of New York... 
National Fire Insurance Com- 
Premier Insurance 
Automotive Insur- 
Phoenix Title 


Pacific 


pany 
Company... 
ance Company... 
and Trust Company . . . Cana- 
dian Surety Company... and 
Occidental Life Insurance Com- 
pany of California, itself one of 
the 11 giants of life insurance in 
North America. @ A great tree 
has many roots. And one symbol 
can contain much. @ Look for 
this symbol, and features it con- 
tains, when you look for integrity, 
dependability and service. 


TRANSAMERICA CORPORATION 
SAN FRANCISCO 
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Steel 1966 





Bethlehem Steel Corp. 


NN. erkeley, VD; 265.306 sosaimecake 225,000 
5: Sar ica Sra Wek eee 225,000 
*Pres. in 1959. 

*V.p. in 1959. 


*V.p.’s of Bethlehem Steel Co., steel-making, ship-building, and ship-repairing subsidiary of the corporation. 


Additional 


Salary Compensation 


(A) 


2,726 units 
2,726 units 


1959 
Salary 


145,000 
145,000 


Additional 
Compensation 


(B) 


158,894 
158,894 


(A) Dividend units credited. Under special incentive compensation plan, executives of corporation are eligible to receive special 
incentive compensation in form of ‘‘dividend units.‘ Under said plan for each year beginning with 1960 there are credited to the 


executives after the close of such year, in proportion to the cash compensation received by them, 


respectively, ‘‘djvidend units’ 


(taken at the market value of the common stock of. the corporation ai beginning of such year) in an aggregate amount equal to 
2% of consolidated net income for such year. Each ‘’dividend unit’’ entities the holder to receive from the corporation a cash 


t 


payment equal to each cash dividend that shall be paid in one share of common stock of the corporation after the crediting of the 


unit and during the life of the executive (but in any event until the 5th anniversary of the termination of his service, by death or 


otherwise). 


(B) Special incentive compensation paid under special incentive compensation plan which was terminated July 1, 1959. 


Inland Steel Co. 


Joseph L. Block, chmn. .....+..- eee $168,996 
Philip D. Block, Jr., v. chmn. ....6e8 136,004 
John F.-Smith: It O0S6:: ikcssw aes 132,496 
Hjaimar W. Johnson, v.p. . ieeeae 125,000 
Leigh &. Block, V.p. 240s n0sssn5 coes 110,996 
Charles L. Hardy, pres. of Joseph 

T. Ryerson & Son, Inc. ....cceves 120,145 
Jones & Laughlin Steel Corp. 
Avery C. Adams, chmn. ...seceecees $190,000 
Charles M. Beeghly, pres.* ......+. ‘ 123,333 
A. TF; GAWSONEND, - 656502 os Oe Sans 90,000 
J: Ei: TiO MA oo scrks ve desma 90,000 


*Ex. v.p. until May 1, 


erer 
eene 
eres 
eres 


(A) 


$ 42,000 
28,000 
18,000 

~ 18,000 


$168,996 
135,900 
132,017 
125,000 
110,996 


123,000 


$190,000 
110,000 
90,000 
90,000 


960. 
(A) Contingent credit to deferred rewards fund. As of March 1, 1961, the following shares of common stock of the corporation 
3 shares; Beeghly—599 shares; Lawson—3,451 shares; 


were contingently held in deferred rewards fund for accounts: 


Timberlake—3,392 shares. No incentive rewards were contingently credited in deferred rewards fund in 1959 


National Steel Corp. 


George M. Humphrey, chmn. .....-.++. $120,000 
Thomas E. Millsop, pres. .........+- 285,100 
Paul E. Shroads, Sf. V.p. .cccecssses 119,902 


(A) Amount set aside or accrued for retirement benefits during last 


Republic Steel Corp. 





C. M20, Chih? 6.2%. asec es ws $346,680 
¥, CAPMRROR, 00. io osains sc View cere ‘ 250,000 
E. R. Johnson, asst. pres. & lst v.p.** 153,333 
Norman W.. Foy, Vidi 2 o.csenscneove 150,000 
“Retired Dec. 19, 1960. 

*V.p. until May 11, 1960. 
U.S. Steel Corp. >. 
Roger M. Blough, chmn. ....-eescees $283,333 
Leslie B. Worthington, pres., 

Chin. OXOC.. CORUM. “syc.0 idle Ska e's 258,333 
Robert C. Tyson, chmn. fin. comm. .. 233,333 
“From Nov. 10, 1959. 

(A) Savings fund plan. 
Tire and rubber 
Firestone Tire & Rubber Co. 
(Fiscal year Oct. 31) 
Harvey S. Firestone, Jr., chmn. ..... % $185,000 
Lee. RR: Jackson, Vv. CHITIN. .0cccsesse 150,000 
Raymond C. Firestone, pres. ....... : 160,000 
James E. Trainer, exec. v.p. ....ccee 135,000 
General Tire & Rubber Co. 

(Fiscal year Nov. 30) 
F7E Oho V--CIgOR* © bin. cmeees ‘ $105,000 
NG: JOIN nee A cs wena ene 105,000 
L.A. MeQueen, ex: Vio. sok. s rece 97,000 
*V. p. in 1959. 

*V. p. and exec. asst. to pres. in 1959. 

*V.p. in 1959. 


(A) Amount accrued during fiscal year under profit sharing plan. 


B. F. Goodrich Co. 


$151,667 
100,000 


J. W. Keener, pres. .ccccsecccccccce 
A. Kelly, @XOC. -ViP.-s Vea ocisese'es eee 


(A) 
$ 22,116 


fiscal year. 


eee 
eeee 
@eee 


(A) 
$ 11,333 


10,333 
9,333 


ecee 


(A) 


$ 435 
430 
1,070 


$125,000 
320,100 
121,514 


$375,570 
258,833 


160,650 


$265,300 


114,000 
215,300 


$185,000 
150,000 
157,500 
132,500 


$104,500 
74,000 
101,500 


$140,000 
90,000 
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(A) 


$ 24,858 


e@oce 


(A) 
$ 10,000 


4,500 
8,006 


(A) 


$ 1,475 
1,450 
3,600 
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OUR PEOPLE KNOW FIRST. Here, 
more than 300 business and pro- 
fessional associations keep us up 
to date on last-minute happenings 
in many fields. 














Whatever your needs, whether for 
management headquarters, sites 
for plants, research, distribution 
or warehousing facilities, look to 
Cleveland-Northeast Ohio. For spe- 
cific information, write or call 
Richard L. DeChant, Manager of 
Area Development Department. 





WORK FORCE OF 830,000, and 
nearly 75% of them are skilled, 
semi-skilled, managers and tech- 
nical or professional employees — 
a ready force for all industries. 





President, Case Institute of Technology 
Former Director, National Aeronautics and 
Space Administration (NASA) 


Dr. T. Keith Glennan tells 
why he feels the best 
location in the nation 
is better than ever 


*“‘Cleveland ranks ist in Ohio, 4th in the U. S. in 
research facilities, largely because of the avail- 
ability of engineers and scientists turned out by 
the local colleges and universities. These institu- 
tions, such as Case Institute, carry on millions 
of dollars of research on their campuses, supple- 
menting the activities of the hundreds of com- 
panies and government agencies which have their 
own research operations. Ahead we see “‘Industrial 
Research Park’’ — a large tract immediately ad- 
jacent to the 488-acre “University Circle’’, the 
cultural heart of Cleveland. This “‘Park’’, designed 
as a giant industrial research center, will be a part 
of the 30-institution family dedicated to educa- 
tional and cultural activities. These research 
resources help make the best location in the 
nation better than ever.” 





PLAN FOR PROGRESS. Erieview is Northeast Ohio’s master 
plan for a $200 million commercial-industrial tomorrowland in 
downtown Cleveland. 


CORRIDOR OF COMMERCE. Cleveland-Northeast Ohio is 
within 500 miles of 75% of America’s industries, 60% of the 
population, and no area has better transportation facilities. 


Minnwapeiies 





THE CLEVELAND ELECTRIC ILLUMINATING COMPANY SERVING 
Cleveland-Northeast Ohio 


the best location in the nation 

















Exceptional 
Profit Opportunity! 
Econogyc 


COIN-OPERATED 
DRY CLEANING 





Meg Tremendous untapped market for 
inexpensive self-service dry cleaning! 


@ Enormous profit potential in 
ECON-O0O-WASH/ECONO-CREST 
laundry and dry cleaning store fran- 
chises now available. 


Pe Backed by the world’s largest man- 
ufacturer of professional laundry and 
.dry cleaning equipment! 


@ Minimum cash down ... 90% of all 
your equipment financed. 


Peg Take advantage of this revolution- 
ary new business opportunity offered 
by the only company with experience in 
both coin-operated laundries and pro- 
fessional dry cleaning manufacture. For 
complete information, (no obligation) 
write: 

Mr. J. A. Coleman 

Small Equipment Sales, Dept. BW-520 
American Laundry Machinery Industries 
Cincinnati 12, Ohio 


Div. of The McGraw-Edison Co. 








The answer 

to the question 

on page 79 

It's a %” standard machine nut— 
enlarged many times. It is 
representative of manufactured 
items the Rock Island railroad 
moves quickly, efficiently, and 
economically millions of ton miles 
year after year. 


ROCK ISLAND LINES 
The railroad of planned progress 
+-- geared to the nation's future 
CHICAGO 5 


Rock if 
Island | 
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Tire 
& rubber 1959 Additional 


Salary Compensation 




















Goodyear Tire & Rubber Co. (C) 
E. J. Thomas, chmn....... a $193,755 3,170s 
P&H. beroy, v; Chimti-*cissace. ee 142,636 2,100 s 
R. DeYoung, pres. ........ Sip lous eee : 127,339 1,942 s. 
Victor Holt; -Jr.,. x, ViDis's seu kee Ce 76,724 951s 
Howard L. Hyde, ex. v.p.**......... 83,545 1,030 s 
*Retired May 1, 1960 
ae -_ gen. counsel to May 3, i 

) Includes amount rued f (3 id paid i 
(B) Deferred Coatlagent eemmnintetiaa for 1980 al lo pedal nace 
(C) Deferred contingent remuneration for 1959 allo per share. 
U.S. Rubber Co. (B) (C) 
H. E. Humphreys, Jr., chmn. ..eeeee $142,518 see 
John W. McGovern, pres.* :.....++. 10,61 , 121,259 $ 31,889 
George R. Vila, pres.** .... ccscésuen } : : PPP cece 


*Pres. to Oct. 31, 1960; since then member ex. co 
**V.p. to Oct. 31, 1960. 
(A) The management incentive plan adopted in 19 
Each participation unit entitles an employee to fj 
company’s common stock from the date of the a’ 
receive such payments until the date when he wo 
options for the purchase of common shares in amo 
subject to immediate cancellation upon the exerci 
received options for 4,467 shares; Vila, 3,111. In 
shares and Vila 5,1 : 
(B) Current remuneration includes salary payment 
(C) Deferred contingent compensation. 


Ecash or in participation units or both. 
vidends payable on one share of the 
‘ore age 85, his successors in interest 
ipation units may be accompanied by 
u. Participation units so awarded are 
lying the participation units, Humphreys 
, Humphreys received options for 5,613 


sh awards). 





Tobacco 

American Tobacco Co. (A) (B) 

Paul M. Hahn, pres. ........+ cone $207,901 $ 87,901 

John A. Crowe, Sf. V.Bo Scenes cee ‘a 145,321 70,320 
88,365 18,365 


A. LeRoy Janson, v.p. & comptroller . 


(A) Includes undeferred noncontingent portion of 
(B) Profit share paid to trustee. Deferred portio! 
each participant in equal annual contingent install 
the company terminates. Commencing with the yea 
compensation of each participant for any year by 
of deferred incentive compensation, as thus reduc 
parentheses, the respective annual installments t@ 
incentive compensation accrued for 1957 and succeet 

Janson—$7,888 ($5,103). 


957 and following years is payable to 
of the year in which his employment by 
ion of the deferred portion of incentive 
t for such year. The respective amounts 
ice’s referred to in the table and, in 
f employment in respect of deferred 
$31,237); Crowe—$51,090 ($25,243); 





Liggett & Myers Tobacco Co. (A) 

W. A. Blount, pres.* ....... 2p ee $ 58,000 $131,484 

L. D. Thompson, v.p.** ....- cocees 42,000 27,880 

eS, oy. Ae 7 ar eee con 48,000 124,563 

Zach Toms, v.p. & sec’y ....+. evece 48,000 124,563 

L. W. Bruff, adv. dept. mgr. eseeecs 51,000 25,500 

*V.p. until Dec., 1959. 

**Elected Dec., 1959. 

(A) Deferred compensation. 

R. J. Reynolds Tobacco Co, (A) 

Bowman Gray, chmn.* 6 seenee $137,500 $ 20,203 

H. S. Kirk, chmn. exec. comm. ....6-+ 100,000 14,693 

A. H.. Galloway, pres."" 5 sss vs cee 68,750 10,101 

F. GiGarter, pres. *** ou ceneree Joes 52,500 7,714 

*Pres. until Oct., 1959 

**Ex. v.p. until Oct., 1959 

***Vip. until Oct., 1959. Died June 16, 1960. 

(A) Amount credited for profit sharing trust. 

Transportation 

American Airlines, Inc. (A) 

Cc. .R:- Smith, pres. 2.067 oecnweeaeee $ 83,400 neers” 

William J. Hogan, exec. v.p. .....-. 68,683 ewe 
68,683 eer 


O. M.:Mosier, exec. V:P. 6 035. ccs 
George A. Spater, exec. v.p. .....-. 


s under which they will receive after 


(A) The corporation has deferred contingent co 
h--$16,000; Hogan—$22,C90; Mosier— 


termination of service for not more than ten yearsz 
$13,000; Spater- $15,000. 


New York Central RR. (B) 

Alfred E. Perlman, pres.*...s.eecee $131,861 aes 
Walter R. Grant, VD... 6 cise cvcdivdied 65,693 osec 
Jot FE  MRERs. Wis 00:0 so Aeree ew eee 62,462 


*Perlman’s employment contract, dated Apri! 1, 1960, provides for annual compensation of $100,000 until his normal retirement 
date on Nov. 30, 1967, and payments annually thereafter at $50,000 for seven years and eight months. 

UD includes fourth annual installment of bonus awards made in Jan. 1957, as follows: Perlman—-$4,576; Grant-—-$2,762; 
jash—$2,525. 

(BD Includes 3rd installment of bonus awards made in Jan., 1957, as follows: Periman—$4,461; Grant—-$2,692; and Nash S$? 461. 
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use this 
2 
laboratory?, 


This fully-equipped, expertly-manned Nalco laboratory— 
one of many—can be put to work on your research or 
development project on short notice. It can become an 
extension of your own laboratory facilities and staff .. . 
an efficient means of intensifying your efforts toward se- 
curing profitable new products, upgrading old ones, or 


Pretreatment for Cooling Water Systems: 
New Concept of Corrosion Prevention 


New and freshly-cleaned cooling water systems 
have always been vulnerable to corrosion dur- 
ing the interval between cleaning and the appli- 
cation of corrosion inhibitor after start up of 
the system. Once corrosion sites form, inhibi- 
tors cannot effectively film over them, and 
spreading corrosion and fouling inevitably fol- 
low . .. leading to inefficiency, damage, cleaning 
and repairs. Nalprep® pretreatment chemicals 
were designed to remove organic and inorganic 
residue, prepare the metal to accept inhibitor 
and establish the initial protective film. They 
are recommended for use during hydrotesting, 
and immediately after cleaning, to prevent at- 
tack during any idle period before start up or 
following the cleaning process. In operation, 
regular maintenance dosage of a Nalco corro- 
sion inhibitor will maintain effective protection. 
For further information, write for data on 
Nalprep Pretreatment Chemicals. 


® 
haleo .-. Serving Industry Through 
Practical Applied Science 


developme 
applications 





< ial 








improving producti thods. Here is brainpower and 


equipment to make effective advances, without diversion, 
along the lines you specify. Write for Nalco Bulletin D1 
to learn of the specialized fields in which Nalco® Con- 
tract Research and Consulting Services can be used to 
help you fill your research requirements. 


Paper Mills Get Positive Control 
of Microorganisms with 
Organo-Sulfur Type Chemicals 


Nalcon® organo-sulfur chemicals are new, pow- 
erful bactericides for positive microbiological 
control in paper mills . . . helping to make better 
paper at lower cost by preventing slime spots, 
breaks, and picking at calender rolls . . . in- 
creasing production and reducing downtime. 
Cleared by the U. S. Food and Drug Adminis- 
tration for slime control in the manufacture of 
food wrap, the Nalcon products kill micro- 
organisms during the papermaking process, but 
are not retained in the finished paper. 

In a different operation the Nalcon products 
have still another use for papermakers. They 
are effective as preservatives for paper coating 
slurries, glue solutions, and other fermentable 
chemical systems. And they work equally well 
under acid or alkaline conditions. 

For more details, write today for Technical 
Data on Nalcon organo-sulfur microbiocides. 


NALCO CHEMICAL COMPANY 
6208 West 66th Place ° Chicago 38, Illinois 


Subsidiaries in England, Italy, Mexico, Spain, 
Venezuela and West Germany 
In Canada: Alchem Limited, Burlington, Ontario 


Highlights of recent 
s and 





chemicals and services — 


Male 


CHEMICALS 
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ARE YOU 
LOOKING FOR 
INCOME NOW, 
INCOME LATER 
--.-OR BOTH? 





The Parker Corporation is 
distributor of mutual funds 
with two different goals: 


Incorporated 
Income Fund 


A mutual fund investing in a 
list of securities selected for 
current income. 


Incorporated 
Investors ss. 


A mutual fund investing in a 
list of securities selected for 
possible long-term growth of 
capital and income. 


SEND FOR FREE PROSPECTUS 
‘ 


THE PARKER CORPORATION 1 8W-4 
200 Berkeley St., Boston, Mass. 


Please send me prospectus on: 


(_] Incorporated Investors 
CJ Incorporated Income Fund 





POD. « wivinupinvcsvecstleubewe seb abes : 
PAIOOBG. 65 ois36 ce uteneas ata | 





94 MANAGEMENT 





Transportation 566 





Pan American World Airways, Inc. (A) 

Juan T. Trippe. pres. ...<cceccccece ec $102,200 
Roger Lawis, GX. UD. & vccsssaseveoea 58,350 
Harald E.Gray; OX. U0... ss ewes coe e’ 57,950 


(A) Includes amounts paid as contingent incentive compensation with respect to 1960 as follows: Lewis—$16,750; Gray 


Trippe has declined over the years to accept contingent compensation. 


Additional 
Salary Compensation 


(B) 


$ 13,250 


13,250 


(B) Additional contingent compensation conditionally allotted for payment near the end of 1961 


4C) Incentive compensation conditionally allotted. 


Pennsylvania RR. 


James M. Symes, chmn.*.....ee+ee6 $122,244 
Allen J. Greenough, pres.** ........ 86,325 
pane ©. Bevan, WG. > i vets + ccceee $1,028 
James P. Newell VM. .i6 Sick s sed 79,868 
Ered Cem, NB. 656605050 eee 75,759 


*Pres. in 1959 
**Vip. in 1959. 
(A) Contingent compensation plan represented by units valued at $24.92. 
(B) Contingent compensation plan represented by units valued at $24.80, 


Southern Pacific Co. 


Donald J. Russell, pres. ...+seeeeee ‘ $140,275 
George L. Buland, v.p. .....-+-e0. F 72,800 
W. G: Peles, Vibiikaccsscsesveces ‘ 65,417 
Trans World Airlines, Inc. 

Warren Lee Pierson, chmn........ of $ 64,821 
Charles S. Thomas, pres.*........+48 42,134 
ES DACRGKs, Bt WE si kota ek cee cor 45,528 
Ao Ki eee: Sr Vs eases é 45,528 
*Resigned July 27, 1960. 

(A) Incentive compensation plan. 

Union Pacific RR. 

E. R. Harriman, chmn. .......e008 of $ 33,150 
R. A. Lovett, chmn. exec. comm. .... ‘ 84,650 
A. E: Stegaard; WiW6. so ccs teen ‘ 142,500 
Etgin: Hicks, exec: V.Di iv icsieves Fs 78,900 
United Air Lines Inc. 

W.Ay Patinrson, CFOS 2 ois 0 600i é $100,000 
J; A; EE, “SF AO: Vics sad eee 58,000 
D..F Magee, OF. Wiis. ies es oe 58,000 
Curtis Barkes, exec. v.p. .......+6% 54,000 
RE, JONREON, OF NBD, ono 5 20 ewe een 54,000 


(A) 


1,430 units 
780 units 
470 units 
470 units 
667 units 


eeee 
eee 


(A) 
$ 6,403 
4,433 
3,966 


ease 
e@ere 
eee 


1959 
Salary 


$102,350 
57,300 
56,500 


$129,850 
55,987 
68,930 
75,608 
71,930 


$140,275 
70,375 


$ 64,822 
64,822 
44,765 
44,761 


$ 33,800 
83,750 


143,175 
76,750 


$ 100,000 
55,000 
55,000 
52,000 
52,000 


Additional 


Compensation 


$ 


1 


$ 


(C) 
14,000 
14,000 
$16,750. 


(B) 


,419 units 


417 units 
512 units 
609 units 
559 units 


@eee 


(A) 


5,000 
4,000 


*Under employment contract, Patterson or persons designated by him will teceive $25,000 annually for ten years, following his 


retirement or death. 


Utilities 





American Electric Power Co. 


Pi SOE) NE. hs See's os Ko EE $129,240 
Donald C. Cook, exec. v.p. .........8 59,510 
H. A. Kammer, exec. v.p. .....--+05 54,560 
bs nt oc eS ON ig hg Sree 35,000 


(A) 


$ 4,646 
810 

947 
1,940 


(A) 


$129,660 $ 2,795 


34,630 


1,167 


(A) Pursuant to provisions of key employee stock purchase plan, company paid a portion of the interest payable by each participant 


on bank loans made under the plan. 


Consolidated Edison Co. of N. Y., Inc. 


Harland C. Forbes, chmn. ........-.- . $153,080 
Charlies: E:Eble;.\p0es.).0). oo <cee5 eo 122,860 
Otto W. Manz,,.Jr., @X€C..V.Di. 0. c20eeee 80,220 
Pacific Gas & Electric Co. 

James B. Black, chmn. ......0--.ce4 $126,400 
N; AR ‘Suttrertand, 606... 5 cess csen 153,233 
Robert H. Gerdes, ex. v.p............ 104,617 


(A) 


120 s. 
81s. 


(A) Shares of common stock attributable to company’s contributions under savings fund plan. 


$142,663 
114,327 
76,073 


$125,100 
142,600 
98,167 
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Teletype equipment in Data-Phone service 


All Teletype sending and receiving equipment— 
page printers, tape punches and tape readers—can be 
used in Data-Phone service, the new Bell System meth- 
od of data transmission via regular telephone lines. 


Data can be speeded over local or long distance 
lines—to a single destination or to several destinations 
simultaneously. The data can be received on plain 
message paper . . . punched paper tape . . . or margin- 
ally perforated business forms of almost any size. 
And always there is a ““home record” of what is sent. 


Significant paper work simplification and time 
savings can be achieved in handling accounting and 
billing information, inventories, payrolls, invoices, 
sales orders, ticket pick-up and numerous other kinds 
of business detail. If desired, punched tape can be 
obtained as a by-product of both sending and receiv- 
ing operations, for later use with business machines. 


A growing number of firms are already using 
Teletype equipment over Data-Phone circuits. For 
example, companies that purchase large quantities of 
airline space place orders by phone, then receive 
tickets on Teletype printers right in their own offices. 
With this method, tickets are received faster, mes- 
senger service is eliminated, and records for account- 
ing purposes are automatically provided. 


Teletype Corporation manufactures page printers 
and tape units such as the Model 28 equipment illus- 
trated above for the Bell System and others who 
require the utmost reliability from their data com- 
munications facilities. 

If you would like to investigate the advantages 
of Teletype equipment for your business, write to 
Teletype Corporation, Dept. 14-E, 5555 Touhy Ave- 
nue, Skokie, Illinois. 


TELE TYr— 


COR PORATI ON © sussioiary oF Western Electric Company Inc. 








In research 





More news about research: 
Page 101 
The search for organic semiconductors 





Mass firing of rockets 
brings record yield of stratosphere data 


In a continuing effort to gain more knowledge about 
the weather, the U.S. last week successfully fired a 
record 24 solid-fuel rockets high above the Gulf of 
Mexico. The “one-an-hour” firing schedule produced the 
greatest amount ever of continuous stratospheric me- 
teorological data, taken from 16 to 45 miles above the 
earth’s surface. 

The first of the slender (4.5-in.) eight-foot Arcas/ 
Robin rockets was sent aloft with its 8.5-lb. meteor- 
ological payload from Santa Rosa Island at 6:30 p.m. 
on Tuesday, May 9. From then on, an identical rocket 
was launched once every 60 minutes. 

At an altitude of 45 miles, each rocket automatically 
ejected its tiny balloon payload. Radar was then used 
to track the balloons as they slowly fell back toward 
the earth. 

The Arcas/Robin system, developed originally under 
an Office of Naval Research contract, is designed as an 
all-purpose meteorological vehicle. In this series of 
firings, its mission was twofold: to gather information 
on upper-atmosphere weather conditions, and to test 
its capability as an operational rocketsonde system for 
U.S. weather personnel. 

On both counts the Arcas/Robin seems to have 
proved itself thoroughly reliable. 

Its next test will be a series of 100 firings, with each 
rocket carrying a modified payload. This “package” not 
only will be able to make weather observations, but it 
will also be able to telemeter data back to earth. Arcas/ 
Robin can climb (with payload) to a top altitude of 
300,000 ft. (approximately 60 miles). Its solid propellant 
is made by Atlantic Research Corp. of Alexandria, Va. 


Computer munches phonetic symbols, 
creates synthetic speech 


A “speaking machine” instructed by computer cards 
punched with phonetic symbols was the hit of the 
Acoustical Society of America technical meeting in 
Philadelphia last week. 

The technique, developed by Bell Telephone Lab- 
oratories, Inc., uses a computer programed with nine 
qualities of speech. The punch cards—one for each 
phonetic sound—are then fed through the machine; 
the output, on digital magnetic tape, is then converted 
to a variable magnetic sound track just like those 
played on ordinary tape recorders. Bell claims that, 
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while the idea of a “speaking machine” is hundreds of 
years old, this is the first time where the feed-in is a 
simple keyboard technique, easily learned by a non- 
technical operator. 

The developers of the synthetic speech system, Dr. 
John L. Kelly, Jr., and Louis J. Gerstman, insist that 
their interest is pure research—to learn more about the 
qualities of sound. They have found, for instance, that 
the “F” sound produces less friction than a “th.” But 
Bell Labs is already thinking of possible commercial 
applications of the technique—a system where an op- 
erator could type at a keyboard in one place and cause 
a machine thousands of miles distant to talk for him 
at far less than the cost of a phone call. 


Blood pressure measured in the arm 
called dangerously misleading 


Standard blood pressure measurements taken in the 
arm may be of limited clinical significance, says Dr. 
Sidney Roston of the University of Louisville School of 
Medicine. 

Roston argues that mathematical analysis of the 
cardiovascular system reveals that blood pressure in 
the arm may be completely independent of blood pres- 
sure in the aorta—the major vascular trunk through 
which the heart pumps blood through the arterial 
system. Hence the arm may be a completely unreliable 
indicator of blood pressure at critical organs of the body 
—the heart, the brain, and the kidneys. Especially in 
the case of sufferers from arteriosclerosis, it may lead 
to a dangerously incorrect diagnosis. 

Roston’s research, described to a meeting on the 
Mathematical Theories of Biological Phenomena held 
in New York last week, is pointing in another interesting 
direction, too. There’s mathematical evidence, he be- 
lieves, to support the theory that the aorta may protect 
the heart by actually reducing the drain on its energy. 
When the heart contracts, blood is forced into the 
ascending aorta and stored there. When the heart ex- 
pands, the walls of the ascending aorta contract and 
pass blood on to the descending aorta. 

This system works well to relieve the heart of some 
of its work load as long as the walls of the aorta remain 
elastic. When they lose their elasticity, however, the 
heart has to take over more of the pumping job itself. 

Roston’s theory seems to indicate that the condition 
of the walls of the ascending aorta may well be an im- 
portant check-point in the control of heart attacks. 

It’s clearly evident, in this and other modern-day ap- 
proaches to biological problems, that traditional biology 
—largely an empirical science—is being transformed 
into an exact science whose data can be manipulated 
within mathematical “laws.” 

This, according to Dr. J. H. Woodger, of the Uni- 
versity of London, could prove to be the most impor- 
tant scientific development of the decade. Use of the ax- 
iomatic method should do as much for biology as it has 
for physics. 
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Organic semiconductors 


They open vast new possibilities 


The first trick is to produce them with the desired 
electrical properties. Success may be getting closer 


Semiconductors of carbon compounds should be cheaper, 
more readily tailored to the needs of industry 


Unlike inorganic materials, they have in theory no limits on 
what they can be made to do in future electronics 


Up to two years ago, research in the 
fast-growing semiconductor industry 
(BW—Mar.26'60,p74) was focused on 
inorganic materials such as silicon, 
germanium, selenium, and copper 
oxide. Then the search for new, more 
useful semiconductor materials 
opened up into a bright, wide field— 
the organic materials, among which 
there are millions of carbon com- 
pounds. 

Today, more than 30 companies 
are investigating possibilities of or- 
ganic semiconductors, and a meeting 
in Chicago a few weeks ago drew 
representatives from 250 companies 
that wanted to know what is going 
on in this new field. E. I. du Pont 
de Nemours & Co. alone is said to 
have 40 top-drawer researchers work- 
ing toward organic semiconductors, 
and many other companies are scur- 
rying to get research started as 
quickly as possible. 

Why the excitement? Inorganic 
semiconductors have been moving 
fast in the last 10 years; transistors, 
for example, are in everyday use. 
They have by no means exhausted 
their potential. However, the future 
of semiconductors as a whole may be 
broadened considerably by the or- 
ganic semiconductors, if these can be 
developed for commercial use. That’s 
what the scientific community finds 
so exciting. 

In developing an inorganic semi- 
conductor, the researcher looks for 
the material that’s the best com- 
promise among the qualities he seeks. 
For some uses, silicon may be best; 
for others, selenium or germanium. 
Yet none may have the ideal com- 
bination of properties—physical, 
chemical, electrical—and there is 
little the researcher can do about the 
drawbacks that remain except to de- 
sign around them. 

Organic chemistry, on the other 
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hand, is so thoroughly developed 
that scientists can manipulate the 
molecules to produce a tremendously 
varied combination of properties. 
Discovery of effective semiconduc- 
tors in this field would, therefore, 
open up a whole new body of knowl- 
edge, vast new possibilities for the 
semiconductor industry. 

Doing more jobs. The function of 
a semiconductor is to contro] the 
flow of electricity. A conductor is 
like an open pipe—whatever you 
put in at one end comes out the 
other; a semiconductor is like a pipe 
with a valve in it (a vacuum tube 
in a radio or TV set does a similar 
job and, in England, is still called 
a valve). 

The trick is to get a material that 
will release the flow of electricity 
in response to outside stimulus. Crys- 
tals and sandwiches of inorganic 
materials will do this; in theory, 
organic materials will do it, too. Re- 
searchers still aren’t sure how to 
synthesize such materials, but they 
are now ready to predict that it can 
be done. 

Organic semiconductors on a com- 
mercial scale could be custom-built 
for many jobs considered difficult 
or impossible for their inorganic 
counterparts. Their molecular struc- 
ture could be tailored to eliminate 
practically all inherent limitations, 
and they would be cheaper, easier 
to make, less variable in quality. 

From heat pumps (heating or cool- 
ing by electric current, with no 
moving parts) to solar batteries in- 
expensive enough for the home, 
there seems practically no end to 
the number of uses for organic semi- 
conductors. 

Superior properties. Physical 
properties of inorganic substances 
are next to impossible to change, in 
contrast to the ease with which the 


plastics industry, for example, con- 
cocts materials to specification. This 
alone opens new uses to the organic 
materials. 

In considering the use of semi- 
conductors in thermoelectric devices, 
for instance, engineers have been 
discouraged by the difficulty of mak- 
ing large-area junctions out of in- 
organic crystals that are tiny. 
The amount of energy that can 
be passed across such a junction 
largely determines how efficient a 
converter is. So the availability of 
an organic semiconductor material 
in, say, sheet form would vastly 
increase the effectiveness of the 
converter. 

The bigger crystals of organic 
materials also offer superior Bie. ce 
cal properties. They can be bent, 
stretched, molded, made into fiber 
or film; inorganic crystals must be 
produced at high temperatures, are 
prone to collect undesirable impuri- 
ties, and are difficult to shape or 
machine. 

Learning the ABCs. With all their 
enthusiasm over the possibilities of 
organic semiconductors, researchers 
are hard-headed enough to confess 
that major problems still remain be- 


-fore these devices are a commercial 


fact. 

Chief among these problems is the 
fact that nobody yet knows for sure 
how an organic material carries elec- 
tricity, how the movement of elec- 
trons is related to the physical- 
chemical structure of the material, 
and how these factors may differ 
from one substance to another. They 
do know that the answers probably 
wont be the same as in inorganic 
semicon? _.ors—and those took a 
long time to work out. 

Progress is being made, thceugh. 
At the industry conference on or- 
ganic semiconductors held in Chi- 
cago last month, two papers from 
very different sources cast a sur- 
prising amount of light on one class 
of materials: the organic molecular 
crystals, specifically of anthracene 
(an important source of dyes). 

From du Pont, a major producer 
of organic chemicals, came a precise 
record of anthracene’s electrical 
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properties, analyzed and reported 
by R.G. Kepler. And from Gen- 
eral Electric Co., which is in- 
terested in its electrical perform- 
ance, came a report by O.H. Le- 
Blanc, Jr., suggesting a theory of 
why anthracene exhibits such proper- 
ties. 

“It was a surprise to all of us that 
this much is known so early,” says 
Dr. James J. Brophy, assistant 
director of physics research at Ar- 
mour Research Foundation. “It 
doesn’t mean that the field is well 
understood yet, but it is encouraging 
that researchers, in only a few short 
years of effort, have as clear an 
understanding of where _ they're 
heading as they do.” 

Electronics companies, too. The 
chemical companies naturally have 
the greatest excitement about or- 
ganic semiconductor possibilities—if 
the organics work out, they would 
have a natural production advan- 
tage over the companies that special- 
ize in the trick of making semicon- 
ductors from inorganic materials. 
But electronics companies are also 
working in the field. 

Researchers at Raytheon Co., for 
example, are studying pyrolytic 
graphite as one candidate for semi- 
conductor uses. This form of graphite 
has the faculty of conducting energy, 
heat or electricity, better along one 
of its surfaces than along another. 
The ratio is about 500 to 1 for heat, 
up to 3,000 to 1 for electricity. Thus, 
it might provide a “channel” for a 
stream of electrons. 

Pyrolytic graphite is inexpensive, 
doesn’t decompose even at very high 
temperatures, and doesn’t pick up 
moisture, as many other organic ma- 
terials do. Raytheon is also studying 
pyrolized carbon as a possibly useful 
material for resistors. 

Values for everyone. Chemical 
companies have a further reason for 
interest in development of organic 
semiconductors, aside from the obvi- 
ous new market. That is the bearing 
of the new knowledge on their cur- 
rent products. For example, explana- 
tion of why some of the plastics, 
such as nylon, pick up a charge of 
static electricity would in itself be a 
discovery of great commercial im- 
portance. 

However, the big hope of research- 
ers in the organic semiconductor 
field is, of course, the development 
of a big-volume market in elec- 
tronics. Most market forecasts for 
1965-70 put sales of semiconductor 
materials between $35-million and 
$40-million a year, and the adoption 
of organic semiconductors for such 
major uses as thermoelectric devices 
would throw a huge market their 
way. End 
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Originality at Barber-Colman 








“Auditioning” air to create more productive environments 


Introduction of conditioned air into a room 
creates a sound which can be an asset or a lia- 
bility to the environment, depending upon its 
intensity and pitch. 

If the sound level is too low, the normal 
“doing-business” noises may prove distracting. 
But, if the sound of the air itself is objection- 
able, it will create an unpleasant environment 
for employees or customers. 

To insure ideal auditory environments, engi- 


BARBER-COLMAN °xockrorp, iLLinois 


...where originality works for you 


OVERdoors ... Small Motors... 


Machine Tools and Cutting Tools.. 
Air Distribution Products .. 


purposes. 


Electrical Components ... 
. Textile Machinery... 
. Aircraft and Missile Products... 


4 ORIGINATOR of a device (part 
of this machine) for automatically 
tying weaver’s knots—an important 
- advance in the efficiency of 
textile manufacturing. 


ORIGINATOR of reversible > 
shaded pole motors, which make 
possible reliable, accurate control 
systems at low cost for many 


neers at Barber-Colman work with the fre- 
quency of sound as well as the intensity, just 
as architects work with the frequency of light 
(color) as well as brilliance. This makes it 
possible for Barber-Colman to publish com- 
plete noise criteria for all of its air diffusers. 

Thus, the ideal acoustical environment can 
be provided for any situation — another ex- 
ample of how Barber-Colman originality bene- 
fits the businesses it serves. 


BARBER 
COLMAN 


Molded Plastics 
Industrial Instruments 
. Automatic Controls 
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Company finance men start week-long After day-long working tours, recapitulation sessions in Irving Trust Co.’s board 
“inside” study of Wall Street. room often run to 11 p.m. On first day, executives saw how securities are rated. 


FINANCE New York banks tour the country 
calling on corporations. But Irving 
invites corporate officials to Wall 
Street for five days of study in the 


= 
heart of the financial community. 
Ever since 1947 Irving has been 
running seminars for finance men. 


These meetings are not devoted to 
fun and games but to an intensive 


briefing on the finer points of finance, 
ES Nn W Nn (> including an analysis of the cost of 
capital—the pet subject of John F. 


Childs, an Irving vice-president and 
originator of the seminars. 


: : . : Key men. Irving has no troubie 
Cost-of-capital yardstick for corporate financial inte Yas executives So. aime 


decisions is key point in Irving Trust Co.’s seminar for For finance has become a major cor- 
porate problem, and the corporate 


executives—one of eight it puts on each year finance man is no longer just the 
prs of the purse strings but a 
ey figure in planning and policy- 

When a group of 14 top corporate (pictures), it was a case of the making. 

financial executives descended last mountains coming to Mohammed. According to Joseph Morse, vice- 

week on New York’s Irving Trust Co. Normally, representatives of major president of Sun Chemical Corp.: 
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Irving Trust’s John F. Childs (right), founder of seminars, gets close attention of 


“student” executives as he explains cost of capital and its basic importance. 
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At Stone & Webster Service Corp., seminar session goes over a sample long-term 
financing plan; sessions and tours cover all areas of corporate finance. 


“The emphasis in top management 
today is no longer purely sales or 
production. In the average corpora- 
tion the chief executive probably 
spends more time with the finance 
man than with any other executive. 
. The finance executive is the one 
who has to decide which one of a 
number of competing proposals will 
give the maximum return for a com- 
pany’s limited supply of capital.” 
Irving’s seminars are designed to 
exploit the new and enhanced role of 
the financial officer. As Childs sees 
it, the corporate finance man_ has 
three main tasks: (1) formulating 
sound financial policies for raising 
and managing long-term capital; (2) 
building up good relations with pres- 
ent and prospective investors; and 
(3) establishing adequate profit goals 
based on an understanding of the 
cost of capital. This he defines as 
what it costs a company to give in- 


vestors in all types of securities what 
they expect by way of return so the 
company can continue to grow by 
attracting capital. 

Expanding. When the sessions be- 
gan in 1947, they were condensed, 
one-day affairs aimed at familiariz- 
ing finance men in newly independ- 
ent operating utility companies with 
the ins and outs of the capital mar- 
ket, a task that had been handled 
until then by their holding company 
parents. In the mid-1950s, Irving 
extended the sessions to the current 
five days, and invited industrial 
money men as well. 

From Irving’s viewpoint, the semi- 
nars are a good business promotion. 
This is recognized by those who 
come to the sessions, but they still 
clamor for invitations. Irving, one of 
the few banks still devoted almost 
exclusively to wholesaling—dealing 
with big business clients—has had to 





When you need a vital replacement part 
in a hurry, there’s one thing worse than 
finding out that it came from an unknown 
source in a foreign land. That is—the orig- 
inal parts manufacturer is out of business. 

You'll find no foreign parts in ‘Buffalo’ 
equipment. As a matter of fact, components 
are made in our own shop... and have 
been for over 80 years. So when you buy 
fans, pumps, tools or anything else — play 
it safe on parts availability. 


TEAM- UP with a 
Hometown Expert ! 


You see... 

‘Buffalo’ sells much 

more than just top quality fans, pumps 
and machine tools. We sell QUALITY 
SERVICE .. . with a capital “S”. And it’s 
“hometown service.” As near as your phone. 
Just call your ‘Buffalo’ resident engineering 
representative. He’s an expert—trained and 
experienced in his field. With his know-how 
—plus ‘Buffalo’--made parts—he’ll put your 
equipment in apple pie order . . . F-A-S-T. 
That means minimum down- time . . min- 
imum production loss. Makes sense, ‘doesn’t 
it? Next time buy the quality products with 
the built-in quality Service. That means 
“Better Buy ‘Buffalo’ ” 


Rememper 


- BUFFALO FORGE 


BSP COMPANY 


Buffalo, New York 

Canodian Blower & Forge Cvo., Ltd. 
Kitchener, Ont. 

Buffalo’ Air Handling Equipment 

to move, heat, cool, dehumidify 

and clean air and other gases. 





‘Buffalo' Machine Tools to drill, punch, 
& shear, bend, slit, notch and cope for 
fee] production or plant maintenance. 


‘Buffalo’ Centrifugal Pumps to handle 
most liquids and slurries under 
a variety of conditions. 
Squier Machinery to process sugar 
cane, coffee and rice. Special 
processing machinery for chemicals. 
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An important source for 
North American high-speed 
and specialty steels 














FOREIGN 
OPPORTUNITY for 


MAJOR U. S. 
MANUFACTURER 


Leading British industrial group 
with highly diversified manufac- 
turing facilities and broad line of 
industrial products seeks to ex- 
pand U.S. affiliations with major 
manufacturing companies through 
licenses, sales rights, joint ven- 
tures or contract manufacturing. 
Preference for industrial products 
) sold to basic industries in the oil, 
gas transmission, petro-chemical, 
} nuclear and pOWer producing 
} fields. 





Excellent opportunity for U.S. com- 
pany seeking to establish itself in 
| the expanding European market. 


For further information 
Contact U.S. Representative 
WILLIAM VANDERSTEEL 

50 BROAD ST., N. Y. 4, N. Y. 
WHitehall 4-6975 
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Advertisers have placed more 
pages of business and _ industrial 
advertising in Business Week than 
in any competing magazine for 23 


consecutive years. 
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At Federal Reserve gold vaults, execu- 
tives discuss money movements. 


expand its seminars to meet demand. 

It now runs about eight separate 
seminars a year: three for utilities, 
three for industrial companies, and 
two for department stores. In all 
cases, Childs has set up a punishing 
9 am. to 11 p.m. schedule that 
covers all areas of corporate finance. 
Each group takes a working tour of 
Wall Street’s institutions, but the 
main feature is a day-long session 
on the cost of capital. 


1. Basic yardstick 


Figuring out the cost of capital 
is not an entirely new concept. It 
has been used, for example, by utili- 
ties in applying for rate changes. But 
Childs’ presentation is new to many 
industrial companies, and some quar- 
rel with his stiff requirements for 
measuring just how much capital 
does cost. Still a growing number 
of companies—Allied Chemical, 
American Radiator & Standard San- 
itary, Federated Department Stores 
—are now using his formula. 

Childs feels it is an essential yard- 
stick for corporate decision-making, 
particularly in determining whether 
to expand or diversify. The basic 
idea is to figure out the minimum 
a venture must earn to compensate 
existing investors and enable a com- 
pany to attract new funds for future 
expansion at favorable rates. 

Most companies have expanded on 
the basis of some arbitrarily set profit 
goals—such as a specific percentage 
return on plant and equipment, or 
a certain profit margin on sales—or 
simply because they wanted to put 
excess cash to work. 

Help against pitfalls. Childs points 
to some real pitfalls. For example, a 





company sees an opportunity for a 
12% after-tax return by investing in 
a new chemical project. Others in the 
industry are getting only 10%. Should 
it go ahead? On the surface, the an- 
swer is yes. But if it has to pay 14% 
for its capital, the new project 
wouldn't really give the company an 
adequate return. 

Or take the case of a department 
store chain considering a new 
branch. The return on investment 
would only be 10%, while other 
stores in the chain average a 13% re- 
turn. It looks as though the company 
shouldn’t go ahead. But if its cost of 
capital is only 8%, Childs feels it 
would be passing up a good deal. 


Il. What it is 


It’s not easy, though, to calculate 
the cost of capital. Childs defines 
it as the “over-all net cost to a com- 
pany to provide the return on all 
types of securities which investors 
require or anticipate to induce them 
to provide capital . . .” 

This includes figuring the over-all 
cost of a company’s capital structure 
—the yield on its bonds, dividends 
on preferred stock, and anticipated 
earnings on common stock. 

Childs feels that making these cal- 
culations throws light on three fac- 
tors often overlooked by manage- 
ment in making expansion plans: 

1. The true cost of capital for a 
new venture is the cost rate of all the 
capital employed by the company, 
not what must be paid to raise the 
funds for the particular project. Each 
project should earn enough to clear 
this over-all cost rate, not merely its 
own financing charges. Otherwise, an 
expansion financed by debt securi- 
ties would only have to earn enough 
to cover a bit above interest require- 
ments. But an expansion financed by 
common stock would have to earn 
far more, to allow for taxes, divi- 
dends, and retained earnings in keep- 
ing with company policy. 

2. Retained earnings should not 
be considered “free capital.” Childs 
argues that when a company retains 
earnings, it merely reinvests them for 
stockholders, instead of paying them 
out and then having to raise the 
funds it needs by selling new stock. 
So retained earnings must be 
counted in a company’s capital struc- 
ture in figuring cost of capital. 

3. The cost of equity capital must 
be calculated in terms of anticipated 
earnings, not current earnings or divi- 
dends. That’s because investors buy 
common stocks in terms of expecta- 
tions. 

Objections. Many financial men 
feel that other, more popular yard- 
sticks, and other ways of measuring 
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RICHFIELD REPORTS 1960 


Consolidated net income for 1960 was $28,720,000 ($7.11 
per share), as compared to $28,058,000 ($6.95 per share) 
for 1959. 

In 1960, Richfield established record highs for crude 
production, refinery runs, pipe line and marine terminal 
throughput, petrochemical sales, and refined product sales. 
During the last quarter of 1960, average gross crude produc- 
tion exceeded 100,000 barrels per day. 

A significant new extension of the Swanson River Field 
in Alaska was made during the year and a pipe line was 
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AT DECEMBER 31 1960 1959 
/ ssets 
Cash and Government 

SOCUNAEN Sky 2 otek 2 $ 54,659,931 $ 58,644,991 
A.ccounts receivable (net). . 55,296,138 47,721,085 
Triveniaien. 2. 6853 5aa lk 44,739,484 43,781,133 
Investments and advances 

Cas rok ica cows wits 14,304,586 16,446,116 
Properties, plant and 

equipment (net)........ 257,649,284 248,489,804 
Deferred charges......... 7,240,316 7,241,511 

$433,889,739 $422,324,640 

Liabilities and Capital 
Current liabilities......... $ 36,818,444 $ 35,742,346 


Long term debt.......... 136,402,868 140,511,901 
Stockholders’ equity: 7 
Capital stock.......... 77,417,027 77,402,164 
Earnings employed in the 
mendes. 55 183,251,400 168,668,229 





$433,889,739 $422,324,640 











For a copy of our 

1960 Annual Report 
write: Secretary, 
Richfield Oil Corporation, 
555 South Flower Street, 
Los Angeles 17, California 














completed from the Field to a deep-water terminal. By 
early 1961, production from this joint venture was approxi- 
mately 10,000 barrels per day from 20 wells. 

Net sales and other operating revenue amounted to 
$288,960,000 in 1960, as compared to $269,932,000 for the 
preceding year. The ratio of current assets to current lia- 
bilities at the end of the year was 4.2 to 1. 

For the 24th consecutive year, Richfield paid cash divi- 
dends which have amounted to $3.50 per share in each of 
the past ten years. 


CONSOLIDATED INCOME ACCOUNT 














FOR THE YEARS 1960 1959 
Income: 
Sales and other income.. $371,447,694 $344,577,091 
Less gasoline and oil taxes 79,108,883 72,147,874 
$292,338,811 $272,429,217 
Deductions: 
Costs, operating and 
general expenses...... 191,038,445 182,275,783 
Taxes, including income 
WR Oo ee 2k 27,729,157 20,633,433 
Other deductions. ...... 44,851,273 41,461,897 
Net income.......... $ 28,719,936 $ 28,058,104 
Net income per share* $7.11 $6.95 
*on average shares 
outstanding 
OPERATING STATISTICS — BARRELS 1960 1959 
Production of Crude oil—gross 
Western Hemisphere... . 31,031,000 29,027,000 
Eastern Hemisphere. .... 4,415,000 3,947,000 
Production of crude oil—net 
Western Hemisphere... . 24,175,000 22,886,000 
Eastern Hemisphere... . 3,863,000 3,454,000 
Crude oil processed at 
WOM eh tc ce 54,289,000 50,302,000 
Sales of refined products... . 52,258,000 47,733,000 


RICHFIELD OIL CORPORATION 
Executive offices: 555 South Flower Street, Los Angeles 17, California 
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Modern railroading demands higher tonnages per haul. And these 
new high-powered diesels—equipped with turbo-superchargers de- 
signed to boost engine horsepower—help make it possible. Precision 
compressor wheels for a new turbo-supercharger were being hand- 
finished at 5 pieces per hour. Today, an Osborn Metal Finishing 
Machine automatically deburrs and edge-blends 15 parts per hour 
with output held to .002” tolerance. Finishing cost per part was cut 
from 48¢ to 16¢. It’s another of the many ways Osborn power brush- 
ing methods help America’s leading industries speed production, 
up-grade product, lower costs. 
To learn more, write or call 
The Osborn Manufacturing 
Company, Department A-218, 
Cleveland 14, Ohio. Phone EN- 
dicott 1-1900. 


Metal Finishing Machines...and Methods « Industrial Brushes « Foundry Production Machinery 
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capital cost, serve just as well. H. E. 
Nylund, treasurer of Crown Zeller- 
bach Corp. and a student at last 
week’s seminar, argues that “the cost 
of capital is developed from _ the 
right-hand side of the balance sheet. 
You can also use the left-hand side 
—return on plant and equipment.” 

But Childs maintains that his cost 
of capital concept is a goal that must 
be met, not just another way to meas- 
ure what return a venture will pro- 
vide. 

Perils of neglect. Childs says that 
many companies are expanding un- 
wisely with what amounts to a dissi- 
pation of capital. This type of spend- 
ing usually means that new funds 
cost more than they should, and 
eventually makes it difficult to raise 
new funds except at exorbitant rates. 

If a company has a large capital 
investment, its plight may be dis- 
guised for a long period. But Childs 
says that any company that is spend- 
ing too much capital will finally have 
to face up to a drop in the price of 
its stock and a lowering of the rating 
on its bonds. 

Once the pattern is set, moreover, 
it becomes extremely hard to reverse, 
particularly if new funds have been 
poured in continuously on an un- 
profitable basis. For example, the tex- 
tile industry hasn’t been earning its 
cost of capital, yet it has continued 
to expand as business has deterio- 
rated. According to Donald K. Evans, 
treasurer of Riegel Texile Corp., who 
attended the seminar, “If most com- 
panies in the industry had an idea of 
the cost of capital, we wouldn't be in 
the state we're in today.” 


Ill. How you figure it 


The weakness of the concept—one 
which Childs himself admits—lies in 
the actual calculation of the cost 
of capital. He starts with two assump- 
tions. First, to give a true picture of 
how investors view the company 
over a representative period of time, 
it’s necessary to make a computation 
involving capital structure ratios, 
yields on bonds and preferreds of 
issues of similar quality, and antici- 
pated earnings on common stock in 
relation to current market price. 
This is usually figured on a five-year 
or 10-year basis. 

This calculation gives a capital 
cost figure that can then be com- 
pared with anticipated return on in- 
vestment. But all the returns on the 
theoretical proceeds to the company 
should be discounted to allow for 
financing costs, underwriters’ fees, 
and the like, because the calculations 
are supposed to reflect what the 
financing would have cost. 

Calculation. Childs gives this ex- 
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WER! 


Now with New OMC Die-Cast Aluminum, 18 HP Engine... 
CUSHMAN! TRUCKSTER. 


It meets every challenge . . . the Cushman Truckster 
with its all-new Twin Super Husky die-cast aluminum, 
two-cylinder engine. It offers more live power than ever 
before available in light vehicles . . . delivers a new 
high level of efficient performance. 
The Truckster also now offers many other new advances 
—such as an extra heavy duty clutch, synchro-mesh 
transmission and auxiliary transmission*—to go along 
with these proven advantages: 

An “all-muscle” chassis and body with 800 pound pay- 

load capacity. 

The greatest light hauling economy—low initial invest- 

ment, minimum maintenance and operating costs. 

All-around utility, inside the plant or out-of-doors, both 

on and off the street. 
For applications with lower power requirements, the 
Truckster is available with new Super Husky 9 HP 
engine. 
*Optional; all-weather cab also optional 

Ask your dealer for demonstration or 
write for FREE Cost Analysis Report 
and descriptive literature 


Tn fi CUSHMAN MOTORS 
SESS 990 No. 21st, Lincoln, Nebraska 
i A subsidiary of Outboard Marine Corporation 





‘Actual Truckster Cost Analysis 


A coast-to-coast survey of typical Truckster users 
not only proves greatest economy in every light 
hauling application, but reveals the wide range of 
uses to which the Truckster is being put. Survey 
results have been compiled in condensed form and 
are available upon request. Here are two examples: 


ON-THE-STREET OPERATION 

Blue print company in Texas, using Truckster for 
deliveries, reports operating cost of 0.93 cent per 
mile; maintenance cost of 0.73 cent per mile. 


IN-PLANT OPERATION 

Shipyard in Connecticut, using three Trucksters 
for movement of tools and equipment, reports 1.3 
cents per mile operating cost; only routine main- 
tenance. 


Please send Cost Analysis Report 
and descriptive literature. 
NAME 
COMPANY. 
ADDRESS 
CITY. _STATE 
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Teamed with a PHILCO 2000 SERIES Computer 


‘cal-ee- © O)) al-lalell-tomaalelactndal-lammal\alet-mr-l—m aallolaier-te-! 
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Now, with the addition of the new 2400 Input-Output System, 
Philco 2000 Computers reach new heights in computer economy, 
efficiency and flexibility. The 2400 relieves the 2000 series of all 
time consuming input-output and data preparation workloads... 
at substantially lower cost. A 2000 system can now devote more 
time to pure computation... providing an average saving of 25% 
of available computer time. The 2400 system includes memory, con- 
trols and stored program ability such as editing, search and select, 
sorting and data translations. Completely flexible, it keeps pace with 
expanding needs. You simply add the necessary input-output de- 
vices or expand the memory. Write today for complete information. 


PHILCO 


| Famous fr Quality the World Over 


PHILCO CORPORATION © GOVERNMENT & INDUSTRIAL GROUP 


COMPUTER DIVISION, 3900 WELSH ROAD, WILLOW GROVE, PA. 
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ample. A food company has an aver- 

age capital structure of 20% debt, 5% 
preferred, and 75% common. The 
average net yield to maturity on all 
the new issues of food company 
bonds with similar AA ratings over 
a 10-year period is 5%. The cost of 
the bonds is then 5% times 20%—the 
bonds’ share of the total—or 1%. 

The average yield of similar pre- 
ferreds in the same period is 542%. 
So the cost of the preferred is 542% 
times 5%, or .275%. The average ratio 
of the earnings on the common 
(based on expected earnings over 
the next five years) to current mar- 
ket price comes to 12%; 12% times 
75% gives the common a cost of 9%. 

Adding the three together, you get 

a cost of capital of 10 

Holes. The accuracy of the figures 
is more apparent than real, however. 
The relationship of the company’s 
yields to yields on similar bonds and 
preferreds is an approximation. And 
the relation of its expected earnings 
to current market price at best is a 
rough guess of what investors expect. 
On the basis of the five-year antici- 
pation of earnings called for in these 
calculations, the last earnings-market 
price measure that has been backed 
up by actual earnings is in terms of 
1955 market value. 

The measurements of expected re- 
turns, which must be _ weighed 
against the cost of capital, also are 
error-prone. A company may miss 
in estimating the size of a market, 
the strength of its competition, or the 
impact of a technological change. 

Does it work? One ex-student says 
frankly: “It’s a good concept but it 
just doesn’t work in practice.” 

This charge is levied particularly 
in the case of growth companies, or 
of companies whose share prices are 
influenced by large unused oil or 
mineral reserves. As Morse of Sun 
Chemical says: “How can you calcu- 
late the cost of capital for IBM? How 
do you know what investors expect?” 

Childs is ready to admit these are 
real difficulties. But he emphasizes 
that what’s important in the theory 
is not the precise calculations, but 
the fact that management must learn 
just how costly capital can be, and 
then learn to use it prudently. 

The biggest difficulty with the cost- 
of-capital concept is selling it to 
management. One finance man says: 

“I've just gotten the idea of return 
on investment cver in my company; 
they won't stand still for another 
complicated concept.” Another cites 
the same difficulty in selling the rest 
of management, but is more opti- 
mistic for the long run. “Cost of 
capital today is where return on in- 
vestment was 12 years ago. But it’s 
the coming thing.” End 
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SS) ————— rrr 


SS 














on 
every machine 
you == 
make 


The machines you make can be more compact, lighter 
weight and lower cost by using Gates Super HC High Capacity 
V-Belt Drives. Because of exclusive construction features, 






this high capacity drive—industry’s first—can often cut in 

half the space formerly required for a V-belt drive. Gates 
Super HC Drive is your best assurance that your power 
transmission unit will not soon become obsolete. 
Manufacturers everywhere are standardizing on Gates Super HC 
Drives—write for free booklet of case histories, DH938B. 


The Gates Rubber Company, Denver 17, Colorado 


Gates Super HC V-Belt Drives 


SP-98 


Building the future on 
50 years of progress 














Direct Route to Decision-Level Men 


Air-minded men... those who travel by air, ship by air, 
buy aircraft and aircraft services... are top-caliber 
executives in business, industry and government. 
Newsweek serves them with facts of world events... 
facts presented fairly and completely. 

Your advertising in Newsweek reaches them effi- 
ciently—at the lowest cost per reader in the general 
newsweekly field. 





Of course Im sure. 
I read it 
in Newsweek 





-_ ahead of the news, behind the headlines...for people at the top 
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Kuwait easing 


into self 


rule 


Tiny oil-rich sheikdom is making a peaceful transition 
from a British protectorate to independence. 
Chances are it will retain some ties with Britain 


In a far-off corner of the world, the 
tiny oil-rich Sheikdom of Kuwait is 
moving quietly toward independ- 
ence—and doing it without making 
headlines. 

After decades of life as a British 
protectorate, Kuwait gradually is as- 
suming full control of its own inter- 
nal and external affairs. It has come 
without bloody revolutions such as 
those that swirled through Iraq, or 
involvement in the cold war, like 
some of the new African nations. 

Looser ties. Because of this transi- 
tion, the present agreement between 
Britain and Kuwait, signed in 1899, 
is outdated. There are rumors a new 
agreement regulating the relation- 
ship between the two is on the way. 

Although particulars are not 
known, it is expected that the agree- 
ment will acknowledge that Kuwait 
has full control over its internal af- 
fairs, and make it officially clear that 
Kuwait is now free to conduct its 
own foreign relations. 

Further speculation is that eco- 
nomic ties will remain but will be 
much looser than before. There is 
some talk about the possibility of 
membership in the British Common- 
wealth. 

Moreover, any new agreement 
probably will include a defense pact. 
Kuwait's neighbors, Iran and Iraq, 
are itching to get their hands on 
Kuwait's fabulous oil income. They 
haven't moved yet because they fear 
British opposition. In turn, Britain 
wants to be sure that nothing inter- 
feres with its major supply of crude 
| oil, or interrupts Kuwait’s move to 
| independence. 

Little package, big prize. Kuwait's 
importance to Britain and to the 
world is out of all proportion to its 
size, which is slightly larger than that 
of Connecticut. It has the most pro- 
_ ductive oil wells in the world, mak- 
ing it the biggest producer in the 
Middle East. Production last year 





Op 4% 
> BUSINESS WEEK May 20, 1961 





was 80.6-million long tons, and is 
on the increase. It reached its peak 
of 2.2-million bbl. daily this March 
and is now running at 1.8-million bbl. 
a day. Its oil revenues in 1960 were 
$400-million, more than those of each 
of its far larger neighbors—Saudi 
Arabia, Iraq, and Iran. 

Such wealth gives it great influ- 
ence in the Arab world and Kuwait's 
peaceful development may have a 
stabilizing effect on that wile area. 
Moreover, Kuwait is becoming an 
exporter of capital, particularly to 
industrialized countries. This is mak- 
ing Kuwait even more influential. 

Architects. Kuwait's peaceful tran- 
sition to independence is due in part 
to its postwar oil wealth and to its 
small size. But these factors alone 
couldn’t have turned the trick. 

Much of the credit goes to the 
ruling sheiks and to the city mer- 
chants who act as their advisers. As 
early seafaring traders of the Indian 
Ocean, Kuwaitis have a mercantile 
tradition that has made _ them 
shrewd and cautious. Although they 
are no less nationalistic than fellow 
Arabs in Baghdad, Riyadh, or Cairo, 
they pursue the nationalist goal 
slowly and carefully with a mini- 
mum of emotionalism. 

More important, the Kuwaiti rulers 
—unlike some of their neighbors— 
have spread the wealth, instead of 
spending it on their own palaces and 
Cadillacs. Ruler Sheik Abdullah al- 
Salem al-Sabah (picture, right) set 
up a welfare state even before set- 
ting up a sovereign state. Kuwaitis 
don’t pay taxes, get free education, 
free medical care, and free public 
utilities. Spending has been lavish on 
public works, housing, hospitals, 
schools, and urban projects. 

Historic relations. The British 
also must get some credit for Ku- 
wait’s coming of age. As the Kuwaitis 
became wealthier and more inde- 
pendence-minded, the British unob- 












al-Sabah 

Middle 
Eastern country. Standing behind him 
is Saudi Arabian Oil Minister Tariki. 


Sheik Abdullah al-Salem 


is ruler of Kuwait, oil-rich 
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POUNDS OF FINISHED COMPOUND PER MAN HOUR 


GENTRO-JE 
cuts mixing time up to 40% 





® 


GENTRO- 


Rubber processors across the nation 
report amazing-reductions in mixing 
and processing time-.with steam- 
whipped Gentro-Jet black master- 
batch. This time savings means 
greater production economy... higher 
profits for you. Let us show you how 
high-dispersion Gentro-Jet can help 
you make more money ...write or call, 


Dept. C, today! 


GENTRO-JET BLACKMASTERS OFFER: 
e Long tread wear in tires 


@ Savings in shipping, 


storage and handling 


e Plant cleanliness 


hin td Chemical Vossen 
Through GENERAL 
Chemistry Tet SOmtRAL TRE & AUEEER CO 





THE GENERAL TIRE & RUBBER COMPANY 
Chemical Division -Akron, Ohio 


Chemicals for the rubber, paint, paper, textile, plastics and other industries: GENTRO SBR rubber 
GENTRO-JET b/ack masterbatch © GEN-FLO styrene-butadiene /atices © GEK-TAC viny/ pyridine 
/atex © GENTHANE polyurethane elastomer © ACRI-FLO styrene-acrylic latices © VYGEN PVC resins 

e KURE-BLEND TMTD masterbatch © KO-BLEND inso/ub/e su/fur masterbatch 
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trusively granted them more and 
more independence. 

Kuwait’s relationship to Britain 
traditionally has been that of a “pro- 
tected state,” a term that covers a 
variety of relationships between 
Britain and Persian Gulf states. Until 
recently, a political agent appointed 
by the British government acted as 
chief adviser to the ruler, handled 
all foreign affairs and defense mat- 
ters, and had jurisdiction over court 
cases involving non-Arabs. More- 
over, the agent had a major say in 
granting oil concessions, public 
works contracts, and supplies. 

Today, the political agent is little 
more than a Sialoenatic representa- 
tive. Kuwait has full control of its 
internal affairs. Externally, it con- 
trols its own foreign affairs. But, 
because Kuwait lacks trained diplo- 
mats, it is still represented by the 
British everywhere except among 
its immediate neighbors. It is a 
member of specialized agencies in 
the United Nations, has leading 
roles in the Arab League's Petro- 
leum Exports Committee and the 
Arab Development Fund. 

Two milestones. Last month, Ku- 
wait marked two important mile- 
stones in its move toward independ- 
ence. The transfer of jurisdiction 
over non-Arab residents to the Ku- 
waiti courts was completed. And 
Kuwait set up its own currency 
board and introduced the Kuwaiti 
dinar (equivalent to the pound ster- 
ling) as the country’s only legal ten- 
der, replacing the Indian rupee. The 
rupee has been legal tender in all the 
Persian Gulf sheikdoms since the 
heyday of the British East India Co. 

The changes have been accom- 
plished without fuss, formalities, or 
target dates. As a result, relations be- 
tween Britain and Kuwait are cordial 
and close. One sign: Kuwait’s first 
diplomatic corps now is_ being 
trained in London at the British 
Foreign Office. 

Diplomatic plans. Kuwaitis are 
planning their next steps as an inde- 
pendent nation with the same me- 
thodical caution they have shown up 
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VITRO AT WORK—NO. 3 OF A SERIES 
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destination: you name it! 


Atlantic Missile Range (Cape Canaveral), Pacific Missile Range, Eglin Gulf Test Range, Wallops Island, 
White Sands Missile Range—take your pick. Vitro electronics equipment is currently used in telemetry 
systems on each. Also: Project Mercury, Centaur, Discoverer, Transit, and a host of other programs. 
In fact, Vitro has supplied more telemetry receivers than all other manufacturers combined. Its position 
in telemetry systems management/products stems from the ability to design and produce on time. This 
specialty of Vitro’s electronic competence is founded on experience, for where the utmost in exacting 
telemetry performance is demanded, Vitro is at work. 0 This is Vitro—1961. 


Vitra 


VITRO CORPORATION OF AMERICA/ NEW YORK- WASHINGTON -LOS ANGELES/ OVERSEAS: GENEVA- MILAN - BOMBAY 














Now I See What They Mean When They Say 


“JOY CAN GET 8000 PSI PRESSURE FROM 
AN AMAZINGLY SMALL COMPRESSOR” 


Joy has pioneered in the development of small, portable compressors capable 
of delivering air or gases at very high pressures. Designed primarily for mili- 
tary requirements, they have been used for jet starting and pressurizing missiles 
in Army, Navy and Air Force bases around the globe, as well as aboard ships. 
More recently they have been used in both military and civilian laboratories 
to test everything from high pressure hose to space suits. 

In over 15 years of production, Joy has manufactured thousands of these 
compressors in dozens of models ranging from 3500 to 8000 psi pressure rat- 
ings, with volumes up to 150 cfm. If you have a requirement for moderate 
volumes of air at extremely high pressures, Joy’s unmatched experience will 
assure you of a reliable compressor in the most compact unit possible. With 
basic engineering costs already out of the way, your Joy unit will also be the 
most economical machine available. Write for information on Joy high pres- 
sure compressors. Ask for Bulletin 2545-56. 


PMENT FOR ALL INDUSTRY J OY 
8, 


AIR MOVING EQUI 
> 














Th LST Joy Manufacturing Company 

KEES if K Oliver Building, Pittsburgh 22, Pa. 
a facturing C 

Reciprocating | Single Stage | Multi-Stage | Axial Fans and In Canada: Joy Manufacturing Compony 
Compressors Centrituga! Centrifugal Compressors Blowers (Canada) Limited, Galt, Ontario 

















116 BUSINESS ABROAD 











to now. Unlike many African and 
Asian nations, Kuwait doesn’t intend 
to apply for U.N. membership until 
it has trained diplomats. Perhaps in a 
year or two, it will become a mem- 
ber of both the Arab League and the 
U.N. And sooner than that, it will! 
exchange representatives with other 
countries. Except for Britain, only 
the U.S. at present has official repre- 
sentation in Kuwait. The U.S. set 
up a consulate because of U.S. par- 
ticipation in Kuwait Oil Co., owned 
50-50 by Gulf Oil Corp. and British 
Petroleum Co., Ltd. 

East-West policy. Once Kuwait 
takes its last steps to complete self 
rule, it probably won't line up di- 
rectly with the West, but will stay 
clear of the cold war. 

Arab nationalism is too strong for 
that. Rumors of a move to join the 
British Commonwealth stirred up 
strong criticism both in Kuwait and 
among its neighbors. Like Morocco 
and Libya in the Arab League, Ku- 
wait will try to stay clear of cross- 
currents of inter-Arab rivalry, and 
remain friendly to all Arab states, 
especially next-door Iraq. In the 
U.N., Kuwait most likely will follow 
a policy of nonalignment while 
maintaining its friendly ties with the 
West. 

Economic impact. It’s in the eco- 
nomic sphere—in development and 
investments—that Kuwait's transition 
will have its greatest immediate 
impact. 

The pattern of Kuwait’s crude oil 
exports, with the bulk going to West- 
ern Europe, is expected to be some- 
what the same. But there are major 
changes stirring in its oil industry. 
Kuwait Oil Co., which has provided 
most of Kuwait’s revenue for the past 
decade, is no longer alone in the 
field. Both Shell Oil Co. and the 
Japanese have offshore drilling con- 
cessions. 

Moreover, Kuwaitis have started 
operating through their Kuwait Na- 
tional Petroleum Co., established 
last October. Unlike some other na- 
tional oil companies, KNP has no po- 
litical intent. It is set up solely as a 
commercial undertaking. Owned 
60% by the government and 40% by 
the public, it will take over local dis- 
tribution and marketing from Kuwait 
Oil Co. in June. “Later,” a Kuwait of- 
ficial told Business Week, “when we 
have the men and the markets, we 
may go into exporting and drilling— 
when we know we can show profits.” 

Domestic spending. With this in- 
come from oil, Kuwaitis will con- 
tinue their outlays on public works 
and housing. They also are looking 
for ways to invest their money lo- 
cally as a means of setting up new 
domestic industries and to relieve 
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ith Mobil Program 


At Borg-Warner Corporation’s Pesco Products Division, Mobil helps cut 
maintenance costs, increase production 


Pesco Products ranks with the nation’s foremost 
suppliers of components and systems for aircraft 
and space-vehicles . . . must maintain exacting 
product reliability and rigid schedules. To help 
meet these critical requirements, Pesco turned to 
a Mobil Program of Correct Lubrication. 
Mobil engineers began a program of analysis 
and study of Pesco maintenance and lubrication 
procedures in cooperation with Pesco personnel. 
The improved methods, schedules, and recom- 


mendations that resulted brought Pesco mainte- 
nance to a new standard of efficiency and econ- 
omy. Special areas of assistance by Mobil included 
instruction of maintenance crews, lubrication 
charts and recommendations, and problem-solv- 
ing in high-cost areas. In 20 months, the Mobil 
Program saved Pesco $11,735. 

To find out how a Mobil Program may benefit 
your plant, write for an informative brochure. Or 
call your local Mobil representative. 


MOBIL OIL COMPANY 
150 East 42nd Street, New York 17, N.Y. 






" 1. Sticking clutch plates on automatic screw ma- 


chines posed costly maintenance problem for Pesco. 
Mobil traced the trouble to the oil used for machine 
lubrication . . . supplied a dual purpose fluid that 
eliminated the clutch problem, prevented loss of the 
cutting oil effectiveness as well . . . saved $3,528 in 
20 months. 


Lk 


3. On Pesco’s hydraulic machinery, oil deterioration 
led to sticky valves, erratic operation, machine tool 
shutdowns. Mobil trained plant personnel in pre- 
ventive maintenance procedures, recommended 
proper fluids . . . cut hydraulic maintenance by 40%. 


ubrication 








2. In Pesco’s chucking department, lathes would 
not hold tolerance during the warmup because of 
oil characteristics. Mobil product eliminated the 
problem . . . saved Pesco $1,072 in lost production 
time. And on automatic chuckers, a Mobil hydraulic 
oil ended recurrent pressure losses . . . saved $1,960 
in maintenance costs in 20 months. 


r~ 





4. Mobil studied Pesco’s oil usage patterns .. . 
recommended bulk storage for certain petroleum 
products. Bulk delivery differential and reduced 
handling costs totaled $880 for Pesco Products Divi- 
sion in the first year alone. 























Who teaches your advertising agency 
to read a balance sheet? 


The scene: a conference room in one of our offices. The lecturer: a 
professional security analyst speaking on the interpretation of finan- 
cial statements. The curious part about his audience is that it is not 
made up of financial people — but rather of highly creative Marsteller- 
Rickard advertising men.* 

Why do we invite experts to supplement our general knowledge of 
finance (and other non-advertising subjects) when there is plenty of 
creative work to be done? 

Because we know that whatever skills we have as advertising men 
become more useful to clients as we increase our general knowledge of 
business as a whole. Our investment of time and money in seminars 
and lecture sessions covering business subjects makes us better busi- 
nessmen. And that, in turn, makes us more valuable to our clients as 
advertising men. 


*Our interest in financial subjects is more than academic. We pro- 


duce financial communications programs for a number of our 
clients—and at last count had produced thirteen client annual 
reports for fiscal 1960. 


Marsteller. 
Rickard. 


Gebhardt and 
Reed. Inc. 


ADVERTISING « PUBLIC RELATIONS +« MARKETING RESEARCH 


NEW YORK « PITTSBURGH « CHICAGO « TORONTO 
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dependence on oil as the sheikdom’s 
oaly industry. One possibility is 
petrochemicals. Another is to use the 
available cheap power to process im- 
ported raw materials such as bauxite 
into alumina. 

Investing abroad. But all their 
huge income can't be spent at home. 
Increasingly, Kuwaitis will be turn- 
ing up as investors in other coun- 
tries. 

So far, most Kuwaiti investment 
has been in Britain, largely because 
Kuwait is a member of the sterling 
bloc. Kuwait is believed to control 
about 11% of sterling liquid funds. 

Lately, an increasing amount of 
Kuwaiti funds has been invested in 
securities, both government and pri- 
vate, and property in other coun- 
tries, the Middle East, U.S., West 
Germany, Switzerland, and Japan. 

Kuwait is also under pressure, 
from the World Bank, for example, 
to share its wealth with other under- 
developed countries, particularly its 
fellow Arab states. It already has 
made loans to Jordan and Lebanon. 

Internal trouble spots. Kuwait is 
not without potential trouble spots. 
Although the sheikdom has evolved 
beyond one-man despotism, power 
remains concentrated in a ruling class 
with close family links. For the most 
part, power is wielded benevolently, 
and Kuwaitis are freer about what 
they read, say, and listen to than any 
other Arabs, except the Lebanese. 
But as more and more Kuwaitis be- 
come educated, the chances grow for 
agitation for popular participation in 
the government. 

Even within the ruling class, 
there’s a good deal of rivalry. This is 
likely to increase with Kuwait's in- 
dependence and with the approach- 
ing need to choose a successor to the 
ruler, who is nearing 70. Hostility 
has flared between the two leading 
contenders—Deputy Ruler Abdullah 
Mobarak and Finance Chief Jaber 
E] Ahmed. 

Another internal problem is the 
foreigners, who outnumber Kuwaitis 
two to one. They come from all over 
the Middle East, India, and Pakistan, 
partly as laborers in the oilfields, 
partly to meet Kuwait’s shortage of 
skilled workers, teachers, traders, 
and engineers. They have no roots, 
and are more susceptible to outside 
pressures such as Arab nationalism, 
pro-Communist propaganda. 

Over the fence. Externally, there 
are danger spots, too. In both Iraq 
and Saudi Arabia, there are those 
who claim that Kuwait is properly a 
part of their ‘respective countries. 
This, of course, is a major reason the 
Kuwaitis have clung to their British 
ties, and will most likely continue to 


do so. End 
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Airborne liquid oxygen tank is loaded aboard a U.S. Air 


Pe 


i 





Force Douglas C-133 for flyaway delivery to 


Vandenberg Air Force Base, California, to become part of the ground support system for the Thor missile. 


How they air mail power for the Thor 


The Air Force Thor missile, poised and 
ready to keep the Free World safe, feeds 
on super-cold liquid oxygen (LOX) for 
its powerful thrust. This precious fuel 
must be shipped safely to bases at home 
and abroad absolutely free from con- 
tamination. 


Selecting the material to package huge 
amounts of this LOX at —297° F was 
the task of the Cambridge Division of 
Standard Steel Corporation. Such tem- 
peratures embrittle some conventional 
metals, making them shatter like glass. 


Nickel stainless steel was the answer 


for the inner shell of the 50-foot long 
vacuum-jacketed tank they designed— 
the world’s largest “Fly Away” vessel. 
With nickel in it, stainless steel stays 
tough even down to —454° F. 


The corrosion resistance of nickel 
stainless steel is vital to safeguard the 
purity of the LOX. Corrosion could 
cause flaking, and just a trace of it could 
put a Thor out of operation. But the 
LOX, kept 99.995% pure in nickel 
stainless steel, is transferred directly to 
the missile itself. 


Nickel stainless and other nickel steels 


are often the most economical—and the 
safest—alloys to use in handling lique- 
fied gases. Their weldability cuts fabri- 
cation expense and their ductility and 
strength means they can be used in 
lighter, cost-saving forms and shapes. 


For all the facts on steels for low tem- 
perature service, write for your cory of 
the booklet, Steels for the Containment 
of Liquefied Gas Cargoes. It’s yours for 
the asking. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
67 Wall Street wn, New York 5, N. Y. 


INCO NICKEL 


MAKES STAINLESS STEEL PERFORM BETTER LONGER 























In business abroad 


Japan and Australia are becoming 
each other’s best customers 


Trade between Japan and Australia is at an all-time 
high these days. 

Only three years after their first trade treaty was 
signed, Australia is now Japan’s No. 3 market, behind 
the U.S. and Hong Kong. In turn, Japan is Australia’s 
second-best customer after Britain. 

In the calendar year ending last Apr. 1, Japan bought 
$306-million worth of goods from Australia and shipped 
to that country only $150-million worth. This left Japan 
with a sizable deficit. 

The Japanese, who are still the world’s leading bilat- 
eralists, ordinarily don’t like such large deficits. Still, 
this one doesn’t seem to be bothering them too much. 
Last week a Japanese official admitted that while Japan 
would like to reduce the deficit, it considered it a 
permanent part of Japan’s trade pattern with Aus- 
tralia. 

The reason: Japan is buying from Australia only raw 
materials—wool, soft wheat, coking coal, and iron ore. 
It is getting them at world prices, and the freight haul 
is short and cheap. At the same time, Japan is selling 
manufactured goods, such as textiles, toys, and ceramics. 
These are all hard-pressed Japanese industries, fighting 
hard to retain markets all over the world. 


British push for Soviet trade 
while some home industries gripe 


For some time now, British businessmen have been the 
Western world’s leading proponents of trade with the 
Soviet bloc. 

This was evidenced this week when the British Trade 
Fair opened in Moscow’s Sokolniki Park, scene of the 
famous Khrushchev-Nixon “kitchen debate.” Here, some 
735 British firms spent over $5.6-million on displays 
aimed at increasing trade between the two nations. 

Meanwhile, some British businessmen are wondering 
whether they may be creating a monster. 

Two recent machine too] sales to Britain by Com- 
munist countries have painfully spotlighted this grow- 
ing problem. Competitive in delivery, performance, and 
finish, and with overwhelming price advantages, the 
Soviet bloc products are appearing increasingly attrac- 
tive to British operators. 

Price on a new type of Russian center lathe, including 
import duty, is about 50% below the comparable British 
price. Delivery is quoted at one month, compared with 
the 18-month to two-year wait for British machines. 

British machine tool manufacturers are already com- 
plaining that Russian machine tools are a major threat 
to the domestic industry. Meanwhile, British manufac- 
turers of other products are wondering who will be the 
next to be faced with this kind of competition. 

All of this comes at a time when Anglo-Soviet trade is 
expanding rapidly. Britain’s imports from Russia rose 
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to about $47.2-million in the first three months of this 
year, compared to $33.4-million in the first quarter of 
last year. 

During the same period, British exports to the Soviet 
Union totaled $33.6-million, against $31.6-million in 
1960. 


U. S. offers Bolivia $50-million in aid; 
IDA’s first loan goes to Honduras 


Plans for economic development in Latin America are 
inching forward. 

This week, the U.S. offered Bolivia an aid packag« 
worth almost $50-million, bringing U.S. assistance to 
that country to $201.4-million over the past decade. 
West Germany added $3.7-million to the offer. 

The package is a move toward developing a long- 
term economic development program for Bolivia, which 
has been getting U.S. assistance on an emergency basis. 
The funds will go into roadbuilding, sugar mills, air- 
ports, and tin and oil development. This last reflects a 
new U.S. policy of giving government assistance to 
nationalized extractive industries. 

The Soviet Union and Czechoslovakia have a stand- 
ing offer of $210-million in aid for Bolivia. Washington 
is hoping that the new U.S. assistance will make it 
easier for Bolivia to resist the Communist blandish- 
ments. 

The International Development Assn. this week lent 
$9-million to Honduras for roadbuilding. This is IDA’s 
first loan—interest-free, with 50 years to repay. IDA, 
formed last year at the urging of the U.S., is the so- 
called soft-loan arm of the World Bank. 

Last week, the Chilean government announced a $10- 
billion plan for economic growth over the next 10 years. 
It’s designed to increase the growth rate from 3% to 
5.5% annually and to raise the average living standard 
20%. To accomplish this, Chile hopes to attract private 
foreign investment and government financial assistance 
totaling $2-billion. 

Next month, the Latin American Free Trade Area 
officially will be inaugurated. Its basic objective is to 
establish in 12 years a common market in which all in- 
ternal trade barriers would be abolished. Argentina, 
Brazil, Chile, Mexico, Paraguay, Peru, and Uruguay 
are now members. Colombia, Ecuador, and Venezuela 
are potential members. 


Volkswagen tops in German sales volume 


West Germany has a new champ—Volkswagenwerk of 
Wolfsburg. According to figures released this week, 
Volkswagen is now West Germany’s biggest industrial 
concern in sales volume. For years, the Krupp group 
and the Siemens interests have battled for the distinc- 
tion. For the first time, Volkswagen nosed them both 
out with about $1.2-billion worth of sales last year. 
Krupp finished second with slightly more than $1-bil- 
lion, while Siemens sold $880-million worth of goods. 
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R&M unshackles your designers’ hands by providing a 
wide range of Universal Motors for powering portable 
tools, household appliances, business machines and many 
other products. R&M Universals are available 1/50 to 
1 HP, AC and DC operation, fixed or reversible rota- 
tion, open or totally enclosed, with rigid bases or end 
mounting. Motors feature high operating speed, high 
starting torque, adaptability to speed control, and light 
weight per horsepower. Quality materials, skillful engi- 
neering and precision manufacture assure long, 
dependable life and quiet, vibrationless operation. Be- 
sides standard ratings, many special designs are now 
engineered and tested due to past custom-designing . . . 
or R&M will custom-design a motor for your specific 
application. Write today for R&M Bulletin 444-BZ. 


frame 4334 


pad mounted 
Open universal 


frame 29 
totally-enclosed 
universal 


UNIVERSAL MOTORS 
1/50 to 1 horsepower 


frame 3736 
end mounted 
open universal 





ROBBINS & MYERS, INC., Springtieid, Ohio 


Fractional and Integral HP Electric Motors * Electric Hoists and Overhead Traveling Cranes * Moynog Industrial Pumps 


Propellair, Industrial Fans * R&M-Hunter Fans and Electric Heat * Trade-Wind Range Hoods and Ventilators 
Subsidiary companies at: Memphis, Tenn., Pico Rivera, Calif., Brantford, Ontario 























COMMUNICATIONS 


Patent discord hits stereo FM 


Neither GE nor Zenith has patents on the system 
approved by FCC, but little Crosby-Teletronics claims 
it has had the whole thing sewed up since 1958 


As so often happens in the elec- 
tronics industry, a new development 


- that at first sight looked simple has 


developed sudden static. This time 
it’s the Apr. 20 decision by the Fed- 
eral Communications Commission es- 
tablishing standards for stereophonic 
FM broadcasts. 

The first industry reaction to the 
decision was enthusiastic (BW— 
Apr.29’61,p54). Many stations are 
eager to get on the air. Radio re- 
ceiver makers are anxious to get new 
and different sets on the market. 

But by this week, nearly a month 
after the FCC decision, the industry 
was milling in confusion. It turns 
out that there are a lot fewer guide- 
posts than production men hoped 
to find; conflicting patent claims and 
unforeseen technical complications 
threaten to slow the race. 

Patent fuss. The stereo broadcast- 
ing system that FCC selected from 
a field of six is the one proposed 
by General Electric Co. and Zenith 
Radio Corp. Both claim to have de- 
veloped the method independently. 

However, immediately after FCC 
gave its approval, it was obvious 
that both licensing and information- 
sharing was jam-packed with com- 
plications. Neither GE nor Zenith 
has any patents on the method both 
backed. Both have filed patent ap- 
plications on specific details. But 
neither company will tip its hand on 
what these details are. 

Meanwhile, Crosby - Teletronics 
Corp., a small (sales $1.6-million) 
electronics manufacturer at Syosset, 
L. I., cheerily claims that it holds 
a basic set of patents covering the 
system that the FCC selected. 

Lining up adherents. Murray G. 
Crosby, its president and a long- 
time experimenter in stereophonic 
FM, filed for patents in: 1953 on a 
technique for sending an FM stereo 
signal that is completely compatible 
with existing monophonic receivers. 
His patent, granted in 1958, appears 
to be a basic, in the opinion of 
many electronics experts. 

Some 24 radio manufacturers have 
already signed up as Crosby li- 
censees. Among them are such large- 
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volume producers as Admiral Corp., 
Daystrom, Inc. (Heath Co.), and 
Granco Products, Inc., plus some 
leading high-fidelity component 
makers, such as Fisher Radio Corp. 

Crosby held a technical sympo- 
sium on May 12 at which he turned 
over circuit and technical informa- 
tion to licensees and announced 
royalty rates of 50¢ per receiver for 
the first 25,000 units and 25¢ there- 
after. For kits and adapters, the 
royalty is 30¢ and 15¢. 

Zenith vs. GE. Zenith and GE, 
while sharing the glory of having 
their system selected by FCC, ap- 
pear to share little else. GE rushed 
newspaper advertisements immedi- 
ately after the decision, taking credit 
for developing the successful system. 
Zenith’s president, Joseph S. Wright, 
immediately fired off a complaint 
against GE to the Federal Trade 
Commission charging unfair compe- 
tition through misrepresentation. 
In a telegram to Ralph J. Cordiner, 
chairman of GE, Wright protested 
that GE was attempting “flagrant 
misappropriation by publicity.” 

The two big companies don't 
agree about licensing policies, either. 
Zenith says it has requests from com- 
panies for licenses. But since Zenith 
had not solicited licensees and had 
no policy for processing such re- 

uests, a rumor quickly circulated 
that Zenith did not intend to license. 

Zenith’s Wright told Business 
Week: “We don't have any patents 
yet, and it’s highly unusual to license 
under a patent application. When 
and if any of our patents are ap- 
proved, we'll be willing to license.” 

Licenses before patents. Zenith 
has made some of its circuit work 
available to the trade already, but 
at midweek still had not decided 
about pre-patent licensing. 

GE, unlike Zenith, is soliciting 
licensees despite its lack of a clear 
patent position. To get things rolling, 
it held a technical symposium in 
Utica last Monday, charging $1,000 
admission, applicable on future roy- 
alties. These, GE announced, would 
be a straight 50¢ per receiver and 
25¢ per adapter or kit. 





At least one major manufacturer, 
Motorola, Inc., will have nothing to 
do with any of the proffered licenses 
as of now. Fred Williams, Motorola’s 
director of radio engineering, points 
out that Crosby is the only one that 
has published circuitry, but adds: 
“We're designing our system without 
regard to patents. When the design 
is finished, then we'll worry about 
them. We aren't trying to work 
around patents and will take a 
license if necessary.” 

Clearing the picture. No one is 
more anxious than Murray Crosby 
to find out how strong his patents 
are, and he intends to prove them in 
court. For Crosby-Teletronics, a 
clear patent decision in its favor 
would be terribly important. Sales 
of FM receivers have been steadily 
increasing in recent years, reaching 
about a million sets last year. With 
stereo added, a healthy increase in 
unit volume is certain. 

Though it may seem odd that 
Crosby could have the patent rights 
to a system selected by FCC that 
was submitted by two other com- 
panies, patent confusions of this sort 
are endemic in electronics. Here’s 
how it happened in this case: 

For a long time, stereo broadcasts 
were considered commercially im- 
practical. To get true stereophonic 
effects meant sending two separate 
signals to separate radio receivers 
with separate amplifiers and speak- 
ers. But separating left and right 
into two completely separate signals, 
as is done in some stereo broadcasts 
by using an AM station and an FM 
station, has a great defect. If you 
listen with only one receiver, you 
get, say, an emphasized left side of 
the orchestra. For extreme stereo 
effects, such as a conversation be- 
tween two people at separate micro- 
phones, a monophonic set would re- 
ceive only half the conversation. 

‘Sum and difference.’ The prob- 
lem in stereo, then, was to get a sys- 
tem that would give balanced mono- 

honic reception, yet provide means 
or sending two signals for stereo 
effect. This, basically, is what Crosby 
solved by his patented system of 
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Producing ingot molds is an important Shenango function 


Approximately one-third of all the ingot molds and stools purchased on the open 
market by the American steel industry are produced by Shenango. And these 
tremendous iron castings in which steel takes its first solid form are Shenango 
all the way. They start as ore from its Mesabi mines; which is then transported 
down through the Great Lakes in the holds of Shenango’s own fleet. In its 
Sharpsville blast furnaces they join Shenango coke to become molten iron and iron ore pig iron and coke 


are finally cast in Shenango’s own foundries. The quality for which these molds 
and stools are well known is literally Shenango-controlled from the ground up. ge i 


the oo he Ti aa nn > oO ingot molds and stools | centrifugal castings 
FURNACE COMPANY wil 4 


Oliver Building, Pittsburgh, Pa. 
Plants at Sharpsville, Pa.; Dover, Ohio; Neville Island, Pittsburgh, Pa. 
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capture the 
ever-expanding 
Florida market 

and the big Southeast 


Here’s a dynamic distribution point 

which will put rich Florida and the major 
southeastern markets within your reach. 

And here, too, is ready-made convenience and 
economy in locating your warehouse or 

light industry. Invest in a desirable site in 
this well planned industrial park in 
Jacksonville, Florida, developed by 

Wesjax Development Co., or if you prefer, 
lease facilities built to your specifications. 


Advantages include: 

e Sites of 1144 acres up (200-acre park) 
e Coast Line spurs on site 

@ Good access to expressway, highways 
e Natural gas, city water and power 

e Estimated 6,000 workers available 


industrial park at Jacksonville, Florida 


ATLANTIC 


COAST LINE 


RAILROAD 
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For details on this or other good sites 

in the Southeast Coastal 6, write or call. 
Inquiries held confidential. 

Direct inquiries to: 

R. P. Jobb 

Assistant Vice-President 

Department J-531 

Atlantic Coast Line Railroad 
Jacksonville, Florida 
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“sum and difference” multiplexing. 
it works by sending out on the 
FM channel a main signal that con- 
tains the sound from both the right 
and left microphones. That means a 
listener with an ordinary set gets bal- 
anced sound. To produce stereo, 
another signal is sent out on the 
same FM channel riding on a super- 
audible tone, or a sub-carrier, that 
delivers the sound from the right- 
hand microphone and an inverted 
signal from the left-hand mike. 

Heard alone, this right-minus-left 
signal would sound like mere noise. 
But when it is electrically added to 
and subtracted from the main signal 
by a special circuit in the receiver, 
the resulting cancellation and rein- 
forcement yields separate signals 
from the left and right microphones. 

Variation. The GE-Zenith system 
differs from one that Crosby pro- 
posed to the FCC because it includes 
a third channel that broadcasters can 
use for supplementary multiplexing, 
such as sending special music pro- 
grams to subscribers. 

But keeping three signals separate 
on one FM broadcast channel is no 
easy trick, and there is considerable 
concern among broadcasting stations 
that they will not be able to have 
both stereo and special multiplex 
subscriber broadcasts on the air 
simultaneously. 

Adapters. Receiver manufacturers 
are also taking a second and closer 
look at the problem of making stereo 
adapters that can convert ordinary 
FM tuners to stereo. At first sight it 
looked as if there might be a big, 
immediate market in equipping a 
portion of the 15-million or so exist- 
ing FM sets. But about 65% may not 
be worth adapting. 

“It wouldn’t make much sense,” 
commented a manufacturer at the 
Crosby seminar, “to put a $100 
adapter on a $30 set, would it?” 

Most of the industry considers the 
adapter market limited to hi-fi fans. 

“But if they are real bugs, they'll 
want a whole new tuner designed 
for stereo anyway,” says one com- 
ponent manufacturer. 

Zenith doesn’t plan to make 
adapters, and Motorola is pessimis- 
tic about them. GE will make one 
for its own sets, as will most manu- 
facturers of hi-fi components. 

Apparently, there are only two 
things about which the industry 
agrees: Everyone thinks FM will 
eventually get a big boost from 
stereo, and J. E. Brown, vice-presi- 
dent of engineering at Zenith, spoke 
for most of the industry when he 
told Business Week last week: “I 
can’t understand how anything so 
new can be so thoroughly fouled 
up.” End 
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Army officers 
seize power 
in Korea 


Coup surprises 
Washington 


Last chance 
for stability 
in lran? 


Talks to settle 
Algerian war 
get started 


International outlook Bil 


May 20, 1961 


A junta of tough, young Korean army officers this week seized command 
of South Korea. At midweek, they appeared to be in control of the country. 
They took over to halt what they termed corruption and indecision under 
Prime Minister Chang Myun. 

Observers in the Far East believe the revolt will lead to a long series 
of negotiations between leaders of the coup and Chang, who is supported 
by the U.S. to patch together a new regime. The officers want a more 
aggressive policy—renewing commercial relations with Japan, an end 
to political corruption, a tougher anti-Communist stand. 

At midweek, there was little indication of where popular sentiment lay. 
Student leaders who led the movement to overthrow Syngman Rhee last 
year (BW—Apr.30°60,p32) may side with the officers. 


Washington was clearly caught flat-footed by the coup. That’s evident in 
the lack of coordination in statements made in Washington and Seoul. 
U.S. diplomatic and military representatives in Korea came out fully behind 
Chang; officials in Washington were less forthright, waiting to see how the 
affair shakes out and who stays in power. 

The main fear in both Washington and Seoul is that the North Korean 
Communists will be able to take advantage of the turmoil to infiltrate 
the southern half of the peninsula. 


The new premier in Iran, Ali Amini, has promised a big-broom operation 
against deeply entrenched corruption and nepotism. This may be the pro- 
Western Shah’s last chance to bring stability to his nation. 

To get political and economic reform, Amini will have to step on toes 
among the Shah’s royal family, the landed gentry, leading government 
administrators, and army brass. They will not give up their privileged 
position without a fight, even though Amini himself is a member of the 
royal clan. 


Resistance from this feudal elite may force Amini either to seek leftist sup- 
port and adopt extremist positions, which might steer Iran into neutralism, 
or to give up, thereby precipitating a showdown between the right and 
left. 

Two questions loom: (1) How far will the Shah resist his own family to 
support Amini and (2) how united is the army’s support of the Shah? 


Long-awaited negotiations between the French and the Algerian nationalists 
(FLN) to end the Algerian war are scheduled to begin this weekend at 
Evian, in the French Alps. 

None of the main issues between the two has been settled. The confer- 
ence likely will revolve around whether the FLN will accept an Algeria 
associated with France, or will demand full and immediate independence. 


Paris fears a last-ditch outburst of violence by the European civilians 
in Algiers to prevent a settlement, especially if the Evian talks appear to 
be making progress. 

A civilian revolt wouldn’t be a military threat to Pres. de Gaulle’s posi- 

















Foreign aid 
bill’s chances 
improve 


Brazil hails 
aid plan 


Japanese 
run ahead 
of plans 
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International outlook continued 


tion. But it’s hard to say what the army will do if ordered to mow down 
European civilians. Many civilians apparently are determined to stage a 
final protest on a “then-we'll-see-what-happens” basis. 


Mounting world tension is improving chances of Congressional passage 
of Pres. Kennedy’s foreign aid bill, which will go to Capitol Hill shortly. 

Administration soundings indicate that many traditional opponents of for- 
eign aid have come around to the view that the U.S. must have a long-range 
aid program to meet increasing Communist pressures. 

Within the Administration itself, ranks are closing behind the President’s 
plan to ask for long-term borrowing authority. Kennedy wants to set up a 
new agency, with authority to borrow $7.3-billion from the Treasury to 
finance development abroad over the next five years. He held the foreign aid 
request down to $4-billion to improve chances of having the long-term 
financing arrangement approved. 


Treasury Secy. Dillon and several other officials have doubted the wisdom 
of requesting this borrowing authority, at least this year. They feared that if 
it is defeated, the U. S. will find itself short of funds to meet aid commitments 
to Brazil, India, and other countries. But, with the Congressional outlook 
improving, they have decided to fight hard for the President’s proposal. 


The aid package that the U.S. presented to Brazil this week was hailed in 
Rio de Janeiro as a victory for Pres. Quadros and a vindication of his policy 
of detaching Brazil’s foreign policy car from the U.S. wagon. Boasted a lead- 
ing newspaper's editorial, “Brazil did not need to make a single concession.” 

The package includes $338-million in new U.S. money and $305-million 
for rescheduling debts. In addition, the International Monetary Fund is 
extending $120-million in net new standby credits and rescheduling $140- 
million of current debt. 


The U. S. got no assurances that Brazil would line up with it in taking a stand 
against Fidel Castro. And Rio observers don’t see any likelihood that the deal 
will spark a spontaneous move toward an anti-Castro position in Brazil. 


Japanese economic planners are thinking of thoroughly revising Prime Min- 
ister Hayato Ikeda’s 10-year plan to double the national income. Economic 
growth this year makes the original goals almost ludicrous. 

Capital investment has skyrocketed. Current estimates are that it will 
reach $10-billion this fiscal year. That was the investment target for 1970, 
under the plan. Steel production is growing so rapidly that planners say the 
1972 target of 45-million tons will be reached by 1965. 


Ikeda and his principal advisers believe there is nothing to worry about. 
They think the present estimate of 11.2% growth in the national product this 
year will be taken in stride. They had projected only 9.2% for this year and 
next. 

Others, including the banking community, fear inflation and a balance-of- 
payments crisis as imports rise. The Ministry of International Trade & Indus- 
try (MITT) warns that there may be a net outflow of foreign exchange, caus- 
ing an estimated deficit of $280-million in current account. 

Contents copyrighted under the general copyright on the May 20, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Stampede 
for SBICs 
is on 


Their shares go on a tear, 
as small companies 
have first public sales 


This week a small Plainview (N. Y.) 
manufacturer of components for dig- 
ital computers had its first public 
sale of stock. Underwriters offered 
210,000 shares of Potter Instrument 
Co., Inc., at $10 per share; within 
minutes, the stock traded at $23. 

On the surface, the Potter issue 
has nothing to do with the group of 
small business investment companies 
listed at the right. Yet the announce- 
ment of Potter's offering not quite 
two months ago was what helped 
trigger the big rise in the shares of 
publicly held SBICs (table). 

Potter is one of more than 1,400 
small businesses—with annual sales 
under $5-million and net income of 
$250,000—that have been given capi- 
tal in one form or another by SBICs 
under the government's plan to 
speed long-term equity financing to 
small business (BW—Apr.9’60,p43). 
In Potter’s case, Electronics Capital 
Corp., the first of the SBICs to go 
public, loaned Potter $250,000 and 
also took $750,000 in 10-year Potter 
debentures, convertible to 3344% of 
the common. Now Potter has itself 
gone public, and ECC is sitting with 
a fat unrealized capital gain. . 


I. On the bandwagon 


Potter's case illustrates why in- 
vestors have started a stampede for 
the shares of SBICs. Only three 
months ago, most of the publicly 
held venture capital companies 
were selling at a discount, but the 
promise of new stock issues by com- 
panies like Potter sent SBIC shares 
on a tear. Investors feel that by put- 
ting money in SBICs, which take a 
big proprietary interest in companies 
through direct loans, convertible 
debentures, stock, or warrants, they 
are getting in on the ground floor of 
the growth companies of the future. 


Small business investment companies 


Allied SBIC 
Boston Capital 
Business Capital 


Citizens & Southern Capital . 


Continental Capital 


Electronics Capital 
Electro-Science Investors 
Florida Capital 


Frannim Cam. ae Se 


Greater Washington 


Growth Capital 
Marine Capital 
Midland Capital 
Mid-States Business 


Narragansett SBIC ....... 


Techno Fund 
Texas Capital 
Venture Capital 
Virginia Capital 


a0 £6 Ee OOO eS 


dc wee 6% 


© ©. 666.6 Oa ©, 278 


This 

Issue Size of = week’s 

price issue bid price 

.-- $11.00 $1,100,000 $11.00 
... 15.00 22,500,000 25.75 
4 oe 5,000,000 14.13 
Pee 1,650,000 7.88 
ee 3,290,000 15.75 
... 10.00 18,000,000 54.00 
Ree 8,492,000 38.00 
irs ge 7,600,000 11.50 
.-- 10.00 10,000,000 22.75 
css 20 5,000,000 28.15 
.-. 20.00 10,000,000 35.50 
... 15.00 10,005,000 17.38 
..- 12.50 16,250,000 if.7@ 
i a0 SLC 2,475,000 14.50 
‘eak eee 5,500,000 16.25 
.-. 12.50 5,625,000 22.00 
cvs OM 2,850,000 9.25 
Ee 2,473,000 21.00 
10.50 630,000 16.50 


Data: Small Business Administration; Business Week 


The rewards come chiefly when 
these companies go public—and the 
SBICs are in a position to cash in 
their chips. 

For example, about a year ago 
Greater Washington Industrial In- 
vestments, Inc., purchased $900,- 
000 worth of 8% convertibles in 
C-E-I-R, Inc., the computer systems 
service company (BW—Nov.12’60, 
p89). C-E-I-R’s rapid growth has in- 
creased the value of this investment 
to more than $7-million. A good 
many other SBICs have unrealized 
profits in similar situations. 

Vulnerable market? But while 
public acceptance of SBIC shares is 
causing jubilation among those who 
see them as the savior of small busi- 
ness, others are not so sure. They see 
more speculation than substance in 
the price gains of a number of SBICs, 
and even some SBIC men admit that 
the market for SBIC shares may be 
vulnerable. 

Since long-term capital gains are 
the primary goal of the SBICs, it is 
hard to use traditional yardsticks— 
such as price-earnings ratios—to 
judge value. 

There is also some concern that 
SBIC shares could tumble more 
sharply than the market itself in any 
reversal since many SBIC invest- 
ments are in electronics companies, 
which are the most glamorous of 


stock groups. A number of SBICs use 
the shot-gun approach in investment, 
diversifying in many industries. But 
the pacesetters of the industry have 
been concentrating in scientific and 
technological stocks, and if these suf- 
fer then SBICs could take a beating. 

Taking public route. The rate of 
SBICs going public is accelerating. 
Of some 250 SBICs licensed by the 
Small Business Administration since 
the fall of 1958, 21 have gone public, 
at least 12 others are in the process of 
issuing stock. (Of the 21, only Ven- 
ture Capital Corp. of America is 
listed and trades on the American 
Stock Exchange. The others are 
traded over the counter, but several 
are considering listing.) 

Managements of SBICs look upon 
the public sale of stock as the easiest 
way to raise the risk capita] they 
feel they need for investment flexi- 
bility, so it’s clear more will be sell- 
ing new stock. Moreover, small 
privately held SBICs are at a dis- 
advantage in competing with pub- 
licly held companies. The limited 
capital doesn’t generate enough in- 
come to support a full-time staff able 
to screen out deals. 

The way things are going investors 
will have the opportunity to in- 
vest in at least 50 SBICs by the 
time 1961 is out. For the sophisti- 
cated investor the risks seem rela- 






























accurately 
and economically 
headed from 


KEYSTONE WIRE 


This fastener is a socket mount for a 
truck rear view mirror. Pheoll Manufacturing 
Company, Inc., Chicago, Illinois, took their 
specifications to Keystone Steel & Wire 
Company for the right wire to cold head this 
part efficiently. 

Keystone Metallurgists, analyzing the prob- 

lem, developed the wire Pheoll specified. This 
special cup screw is now successfully produced 
with smooth working surfaces for proper ad- 
3 justment of the rear view mirror. 
The flowability characteristics and consist- 
ent quality of Keystone Special Processed 
Wire are the reasons why Pheoll was able to 
produce this special. Consider the parts you 
may be making by another process—perhaps 
with another material. They very possibly 
might be made faster, more economically, 
last longer and give better service when pro- 
duced from Keystone Wire. 

Talk over your forming problems with your 
Keystone Representative. Or send us your 
specifications and blue prints. Let Keystone 
Metallurgists make recommendations for a 
better product made from Keystone Wire. 








Keystone Steel & Wire Company, Peoria, Illinois 


KEYS TON E 


Cold heading and forming wire for industrial uses 
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tively small because Washington 
lends a favorable tax climate, legis- 
lative support, and federal funds. 

Leg up from Washington. SBICs, 
for instance, need not pay any tax 
on income they receive in the form 
of dividends, and they can deduct 
from ordinary income all losses they 
sustain in their equity investments 
—stockholders share the same privi- 
lege of deducting losses from ordi- 
nary income, while profits are 
considered capital gains. 

The SBICs also have a good deal 
of leverage. The initial capitalization 
of Cleveland’s Growth Capital, Inc., 
to cite one case, was nearly $9.8- 
million. As of Mar. 31, 1961, the 
company had $9.6-million out or 
committed. Under SBA rules, it can 
call on a government loan at 5% for 
half its capital and surplus when 
needed, or it can tap private sources 
for four times the amount of its 
paid-in capital. 

Congress is constantly putting new 
energy into the SBIC program. On 
the docket now are bills that, among 
other things, would: 

= Permit SBICs a 20% tax exemp- 
tion for bad debt reserves. Industry 
practice up to now has been to put 
about 4% aside for losses. So far, 
there have been few clinkers, but 
financing small business is a high- 
risk undertaking. 

« Increase from 50% to 100% of 
capital and surplus the amount 
an SBIC could borrow from SBA 
at 5%. 


Il. Factors to weigh 


The crucial element in SBIC invest- 
ment, though, is management. Some 
SBICs have been started by well- 
known figures, such as James J. Ling 
of Electro-Science Investors, Inc., 
and Greater Washington’s Dr. Arch 
C. Scurlock. By the same _ token, 
some SBICs have attracted men who 
have not yet been tested for the 
specific talents needed in selecting 
meritorious small companies. This 
means that the road isn't a free and 
easy one for investors. 

A number of other things have 
to be considered. Some SBICs report 
operating expenses that are tolerable 
only because they are so young. 
Others are so small they may not 
be able to turn their cash fast enough 
to reap really big rewards—although 
they might be able to apply leverage 
more quickly than others. Still other 
SBICs have a long way to go before 
their initial funds are committed 
(the money is sitting in governments, 
for the most part), so that it is hard 
to get a fix on their prospects. 

Competitive pressure. Another 
factor that urges caution is the new 
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Doesn’t a BEELLL belong in your fleet ? 


Probably the average flight of your fleet in 1961 will be less 
than 200 miles*. . . right in the ideal range of the Bell helicopter. 
Then, shouldn’t you add a Bell in ’61? 


Hundreds of organizations are increasing their profit potential 
because they learned the facts about helicopters. Their cost. 
Their use. Their safety. Let Bell make a free analysis of your 
organization’s air transportation requirements. Here every 
facet of the go-everywhere ability of a Bell will be applied to 
your needs. Bell maintenance and operating costs .. the lowest 
of all helicopters. . will be related to your over-all transporta- 
tion expense. In all, you will get a complete picture of how a 
Bell could..or could not.. profitably fit into your operations. 
Write Commercial Sales Manager, Dept. 210E, P. O. Box 482, 
Fort Worth 1, Texas. 


*Latest industry statistics show average flight to be 211 miles, including general and commercial airline flights. 


BELL HELICOPTER COMPANY 


FORT WORTH, TEXAS e@ A DIVISION OF BELL AEROSPACE CORPORATION @ A fextron COMPANY 














competition within the industry. A 
year or so ago, a few dominant 
SBICs held sway. But now there is 
no longer any sense of urgency on 
the part of small businesses. They 
can shop around and pick the best 
offer. 

One sign of this increased com- 
petition is the lower interest rates 
that SBICs are getting on their loans. 
At the outset of the program, a 15% 
rate was not uncommon. (This led 
to some criticism, since SBICs were 
able to borrow low-cost money from 
the government, lend it out at a big 
spread.) 

Now loans at 8% or even 642% are 


- common. This means that some small 


SBICs will be hard pressed to get 
enough income to meet expenses— 
which may intensify the pressure to 
go public. 

Competition, it might be argued, 
is a sure sign that the SBIC pro- 
gram i; succeeding. But some Wall 
Street men are not convinced that 
the spate of new offerings is all to 
the good. For one thing, public own- 
ership tends to bring on pressure to 
invest quickly, which could mean 
some SBICs will be making loans 
they wouldn’t have otherwise. 

The long pull. In any case, the in- 
vestor in SBIC shares should be in 
for the long pull. “We're looking for 
companies whose values will multi- 
ply five and ten fold,” says Joseph 
W. Powell, Jr., head of Boston Cap- 
ital Corp., the largest SBIC with 
over $20-million in assets. “But it 
will take five years for a good sub- 
stantial profit because it takes our 
companies that long to develop.” 

Some SBIC men think Powell is 
looking too far ahead. ECC, for one, 
felt Potter was ready for public sale 
less than two years after it provided 
financing. The same was true of 
Growth Capital, which parted with 
some of its investment in Mansfield 
Industries, Inc., in April. 

Shareholders’ windfall. In the 
meantime, some SBICs are favoring 
their shareholders with dividends 
consisting of shares of some of the 
companies they hold. Greater Wash- 
ington doled out three shares of 
C-E-I-R for every 100 shares of 
Greater Washington stock held. 
Electro-Science Investors gave out 
stock in Tamar Electronics Indus- 
tries, Inc., on the basis of one share 
of Tamar for each 10 of ESI. 

Franklin Corp.’s president, Her- 
man E. Goodman, likes this form of 
payout. As he sees it, such payments 
do not drain cash or create dilution 
of the common stock. 

Powell of Boston Capital, though, 
is against it: “We have no intention 
of giving out stock in our best com- 
panies.” si 
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Some second thoughts on CDs 


With Fed showing no signs of easing its regulations, banks are 
doubting wisdom of offering certificates of deposit 


Just three months ago, bankers in 
New York City touched off a chain 
reaction across the country by offer- 
ing to sell negotiable, interest-bear- 
ing certificates of deposit to their 
corporate customers (BW—Feb.25 
61,p34). The new service caught on 
fast—an estimated $1-billion of the 
CDs have been sold already, with 
well over half coming from the New 
York City banks. 

But now bankers are beginning to 
wonder if maybe it wasn’t a mistake 
to have started offering the CDs. 
They’re afraid they may have a bear 
by the tail, and aren't sure what 
course to take. 

These doubts—which are being 
expressed only in privaté—are im- 
portant. They have a bearing both 
on the ability of commercial banks to 
attract lendable funds and on the 
structure of interest rates in the 
money market. 

Regulation Q. The concern of 
bankers centers on the Federal Re- 
serve Board’s Regulation Q, which 
sets maximum interest rates that 
banks are allowed to pay on time 
and savings accounts. For ordinary 
individual savings accounts, Regu- 
lation Q currently sets a simple 3% 
maximum. For corporate time money 
either in the form of certificates 
of deposit or open time accounts— 
deposits of less than 90 days are 
limited to 1%, 90- to 180-day de- 
posits to 2%%, over 180 days 
to 3%. 

It’s obvious that the commercial 
banks, which must compete for funds 
with the open market, can only at- 
tract money when interest rates on 
short-term paper are lower than the 
ceilings. The banks, for all practical 
purposes, now are excluded from the 
under-90-days market by the 1% ceil- 
ing, since the rate on 90-day Treas- 
ury bills is running at 2.2%. 

From 90 days on up, however, 
Regulation Q doesn’t bother the 
banks just now, and they've been 
very successful in getting funds by 
selling CDs. In just three months, 
New York City banks have sold 
$577-million in CDs running for 90 
days or longer; banks in Chicago 
have sold another $100-million to 
$150-million. 

The concern. Even though loan 
demand is slack at present, bankers 
clearly have been happy to get this 





money. But the second half of the 
year, when it’s likely that rising 
loan demand will tighten the money 
market once again, may bring 
problems because the CDs that are 
being written now start to mature. 
The bankers don’t want to be in the 
position of having the CDs mature 
and then not be able to “roll them 
over’ by selling new CDs. 

“There's a distinct possibility,” 
says a banker in New York, “that 
by next fall money rates may be too 
high for us to be competitive—at 
least as long as Regulation Q stays 
the way that it is right now.” 

Roy L. Reierson, senior vice-presi- 
dent and economist of the Bankers 
Trust Co., seconds this view. “If cer- 
tificates of deposit are to become an 
important money market instru- 
ment,” he says, “the Fed will have 
to lift the Regulation Q ceilings.” 

Fed’s attitude. Until now, how- 
ever, the Fed—which has been un- 
der pressure to revise the “Q sched- 
ule” for years—has shown little, if 
any, interest in changing the present 
regulation. The Fed feels that the 
rate ceiling is necessary to prevent 
“destructive” competition among 
banks. 

As a result, most of. the big New 
York and Chicago banks that started 
selling CDs at the end of February 
are quietly trying to slow the inflow 
of CD money. The First National 
City Bank of New York, for instance, 
is now quoting 242% for six- to nine- 
month paper. That’s a full %4% un- 
der the rates being paid on commer- 
cial paper issued by leading finance 
companies. 

The significance. Over the longer 
pull, if the Fed eases up on its in- 
terest rate restrictions and allows the 
banks to compete freely, the CD will 
be increasingly important to the 
banking system, and to the New 
York and Chicago banks in partic- 
ular. Their share of the nation’s bank 
deposits has long been slipping, and 
they see the CD as an opportunity to 
reverse the trend. 

If funds from CDs do begin to 
bulk large in over-all deposits, that 
will tend to make future periods of 
tight money less onerous. As a 
banker in Chicago points out: “After 
all, reserve requirements on time 
deposits are only 5%—compared to 
1642% on demand deposits.” End 
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AIR CONDITIONING... 
increasingly a necessity 














AT TBM. THE COMFORT COMPUTATION CAME OUT: COMPLETE 


Employee well-being was only one consideration here. Equally important in 
the laboratory was the maintenance of a known environment during fabrica- 
tion of precise micro-electronic structures. Recognizing this, |BM’s decision 
was to completely air condition this new engineering laboratory at Kingston, 


New York. 


The result is an atmosphere of controlled temperature and humidity year 
‘round... .an environment which makes possible the close quality control so 
important in producing precision equipment. 

Whether your plant’s production is in the precision or ‘‘non-critical’’ category, 
it will pay you to learn more about air conditioning—and about Dunham-Bush, 


a ieader in the industry. 


Request portfolio of information on 
Dunham-Bush, producer of the in- 
dustry’s most complete line of air con- 
ditioning, refrigeration, heating and 
specialized heat transfer products. 


DunkAm-BUSH 


DUNHAM-BUSH, INC. 


WEST HARTFORD 10, CONNECTICUT, U.S.A. 


SALES OFFICES LOCATED IN PRINCIPAL CITIES 

















POWERED BY HOWARD 





Fractional Horse Power Motors 


The nation’s fastest growing producer _ Universal and DC 1/200 to 3/4 H.P. 


of fractional horsepower motors, 
Howard has already furnished the Shaded Pole 1/2000 to 1/10 HP. 
— needs for ore than 100,000 induction 1/1400 to % H. P. 
different consumer, industrial and mili- ivi < 

cary appilatioe, Foe dette of tho Seana: Memmi ton eon 
most complete line available in the Loyd Scruggs Co 

U.S., write for our catalog. if 


HOWARD INDUSTRIES, INC. 1798 state Street, Racine, Wisconsin 


on 


MANUFACTURE IN 
METROPOLITAN 


1 MIAMI 


SEND FOR 4 















16-SECTION € MANUFACTURE 
DESCRIPTIVE Waits 
BOOKLET OF 
THIS DYNAMIC 


AREA 









This booklet will be mailed to you—in strictest 
confidence—if you write on your letterhead to 
the address listed below. Write: Richard J. Welsh, 
Director, Room 217 


DADE COUNTY’DEVELOPMENT DEPARTMENT 


345 NORTHEAST 2nd AVENUE > MIAMI 32, FLORIDA 
An Agency of the Metropolitan Miami Government 
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Wall St. talks... 


about Alleghany proxy fight, 
supermarket mergers, 
weekly service on new issues 


The Murchison brothers are making 
a good showing in the proxy tallies 
for control of Alleghany Corp. They 
are reported to have close to a 200,- 
000-vote lead over Allan P. Kirby in 
the ballots from individuals already 
counted. The results won't be final 
until May 23, but if the votes from 
brokerage houses favor the Murchi- 
sons, they should come out ahead, 
despite Kirby’s big personal hold- 
ings. 


A merger is brewing between H.C. 
Bohack Co., Inc., (1960 sales: $170- 
million) and Daitch Crystal Dairies, 
Inc., (1960 sales: over-$90-million), 
two New York supermarket chains. 
The merger is supposed to involve 
an exchange of one share of Bohack, 
selling this week at just over 43, to 
four shares of Daitch, which is just 
below 10. 


Seeking to cash in on the surge 
for new issues, Merit Publishing 
Co., Inc., a new company itself, has 
started the New Issue Reporter. 
The weekly service, which will pro- 
vide subscribers with a digest of all 
new stock registrations, will cost $35 
a year. 


Albert A. List’s Glen Alden Corp., 
which early this year made an un- 
successful bid for Endicott Johnson, 
topped the list of active stocks on 
the NYSE this week on new rumors 
of an impending merger. But a com- 
pany spokesman refused to confirm 
or deny, said only: “We've a large 
cash position, and we're always talk- 
ing with someone about acquisi- 
tions.” 


The West German government is 
taking special pains to slap down 
comments from a German private 
banker, Rudolph Muennemann, that 
another upward revaluation of the 
Deutschemark is inevitable. Such 
remarks, said Economics Minister 
Ludwig Erhard, “are utterly ir- 
responsible and deserve only our 
contempt.” The government backed 
up its view by giving the green light 
to the Bundesbank, the central bank, 
which cut its discount rate to 3% 
in order to discourage the flow of 
capital into West Germany. 
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A new D.LS. technique gets this oxygenator surgically clean, removing even pyrogens which are not affected by normal sterilization. 


IT TOOK MISSILE 
TECHNIQUES 

TO GET THIS 
ARTIFICIAL LUNG 
SURGICALLY CLEAN! 


AO RIIL? 


During open heart surgery, the 
patient’s blood circulates through 
this oxygenator. Cleaning of the 
artificial lung is a critical problem 
because of the close-spaced fins, 
and because pyrogens (believed to 
be responsible for fever) which may 
be present in blood are not de- 
stroyed by normal sterilizing methods. 


Dow Industrial Service engineers 
developed a method of cleaning 
oxygenators to an absolute degree 
—including pyrogen removal—in 
their Chicago Clean Room, based on 
D.I.S.-developed techniques used for 
cleaning missile system parts and 
all kinds of industrial components. 
This new method not only gets 
oxygenators surgically clean, but 
the final step—baking on of a sili- 
cone coating—actually increases the 
efficiency of the device. 


DOW INDUSTXHIAL SERVICE 


Nation-wide D.I.S. cleans every 
kind of plant process and heat 
exchange equipment for almost 
every kind of industry. D.I.S. also 
offers consulting laboratory service 
for water treatment and waste 
processing problems, backed by 
technical resources of THE DOW 
CHEMICAL COMPANY. 

For cleaning any kind of equip- 
ment, anywhere in 
U.S., write or call 
DOW INDUSTRIAL 
SERVICE, 20575 
Center Ridge 
Road, Cleveland 
16, Ohio. 


FREE! NEW BOOKLET on 
industrial equipment cleaning. 
Send for your copy today ! 


DOW INDUSTRIAL SERVICE 








© _ Division of The Dow Chemical Company 














Revolutionary fabric dam inflates, | | 


deflates to co 





Irrigating the ten thousand acres of sugar cane under culti- 
vation by the Waialua Agricultural Company, Ltd., of Waia- 
lua, Hawaii, takes more than 25 billion gallons of water a 
year. To conserve extra water available during wet periods, 
a remarkable new “Imbertson Fabridam by Firestone” was 
installed in the spillway of the Wahiawa Reservoir. 

Far less costly than conventional control gates, this light, 
flexible fabric dam increases the storage capacity of the reser- 
voir by 500 million gallons. During the rainy season, it auto- 
matically deflates sufficiently to prevent flooding. 


ntrol flow of water | 


é “pa 


Above: water flows over Fabridam, 
from Wahiawa Reservoir into tun- 
nel leading to plantation, at rate 
of 175 million gallons per day. 


Left: view of one end of inflated 
Waialua Fabridam before rains 


raised reservoir level. Easily in- 


stalled on concrete foundation. 


Wellington Sears supplied the nylon base fabric used by 
the Coated Fabrics Division of The Firestone Tire & Rubber 
Company for the Fabridam. With a tough neoprene coating, 
it has outstanding resistance to deterioration from age and 
abrasion—for a life expectancy of 15 years. 

This is but another demanding use which Wellington Sears 
fabrics serve. We have wide experience in engineering cotton 
and synthetic fabrics to specific jobs—and are always ready 
with sound technical assistance. For a copy of our illustrated 
booklet, “Fabrics Plus,” write Dept. C-5. 


WELLINGTON SEARS @:- 


FIRST in Fabrics for Industry 


For the Rubber, Plastics, Chemical, Metallurgical, Automotive, Marine and Many Other Industries 
Wellington Sears Company, 111 West 40th Street, New York 18, N.Y. » Akron « Atlanta « Boston « Chicago « Dallas « Detroit - Los Angeles « Philadelphia » San Francisco 
































In the markets 


Stock prices climb to new peak 
with cyclicals leading the pack 


Stock prices rose to new highs this week, led by the 
cyclical group—steel, machinery, aluminum, auto— 
that have lagged behind the growth stocks over the past 
six months. The Dow-Jones industrial average, which 
has been marking time since breaking through its old 
high of 685, shot over 705—a new peak. 

Buying was sparked by the sharp rise—from 102 in 
March to 105 in April—in the Federal Reserve’s indus- 
trial production index; this was a bigger increase than 
most economists had been anticipating. While Wall 
Street has tended to discount the recovery, it took heart 
at the prospect of a new boom, which could mean much 
higher earnings by the cyclicals. 

Institutional investors began shifting to cyclicals some 
time ago. But now this trend is gathering steam, as 
individual investors follow suit. 

It’s difficult to determine just how far this trend will 
go—and whether it will have an effect on the growth 
stocks, which seem to have fully discounted a big 
improvement in earnings. With Washington now taking 
a look at speculative activity, the chances are that some 
of the demand for high-priced growth issues will lessen, 
and that there will be a narrowing of the extremely wide 
gap between the price-earnings ratios of growth stocks 
and the cyclicals. 


SEC forces Townsend Growth Fund into court 
for reorganization under bankruptcy laws 


Under heavy pressure from the Securities & Exchange 
Commission, Townsend Growth Fund, Inc., last week 
went into federal court for “voluntary” reorganization 
under the bankruptcy laws. Townsend Growth, which 
is one of several concerns controlled by the group 
associated with embattled financier Morris M. Town- 
send, thus became the first mutual fund to be forced 
into reorganization. Its assets—now amounting to some 
$2.4-million, down by almost 50% in the last 18 months 
—were frozen by the court. 

The plight of Townsend Growth is a direct outgrowth 
of SEC charges last month that Townsend and his 
associates had indulged in “numerous past and continu- 
ing violations of the Investment Company Act of 1940” 
(BW—Apr.2961,p104). The charges were part of an 
SEC move to have a court-appointed receiver named 
for two other Townsend companies. 

Townsend Growth’s troubles seem to stem from the 
fact that the fund’s investment policy allows it to take 
a controlling position in a company’s stock. At present, 
60% of its assets are in securities of three controlled 
companies—securities for which there is no ready 
market. Moreover, since last fall, Townsend Growth 
has been blocked by the SEC from selling new shares 
because of a dispute over evaluating one of these hold- 
ings, Modern Engraving & Machine Co. Thus, with its 
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access to new money cut off and share redemptions ris- 
ing, the fund had little choice but to go under the 
court’s umbrella. 


British mutual fund distributor offers 
insurance to buyers against capital loss 


Unicorn Securities Ltd., a mutual fund distributor in 
London, has come up with a unique wrinkle in selling 
fund shares that’s causing comment on both sides of 
the Atlantic. On May 1, Unicorn offered 2-million 
shares of Falcon Trust, an income fund, at 5 shillings 4 
pence (about 75¢) each. This was routine, but purchas- 
ers were given an option—on payment of a premium 
of about 5%—to insure their shares against capital loss 
for a period of 10 years. 

The London & Edinburgh Insurance Co., Ltd., will 
guarantee the purchase price for any Falcon Trust 
shareholder who is willing to hold his stock for 10 
years. The policy lapses only if the shares are sold, and 
the guarantee cannot be transferred except to a trustee 
of the original owner or to the beneficiaries under his 
will. 

Unicorn claims that the offering was highly success- 
ful. Since May 1, 4.5-million Falcon shares have been 
sold, even though the insurance guarantee was limited 
to the first 2-million shares sold. And the company 
is at work on plans to extend the insurance to shares 
offered on a continuous basis, as well as to shares of 
other funds in its stable. 

How far this will spread isn’t clear as yet, though 
both British and American underwriters are “mulling 
over the idea.” Said one London broker: “Either this 
is just another selling gimmick, or it’s the greatest 
thing since the invention of the wheel.” 


Sale price of Honolulu Oil Corp. 
shows dying can be profitable 


The market adage that “some companies are worth 
more dead than alive” stood up this week in the case 
of Honolulu Oil Corp., a West Coast crude producer. 

Honolulu directors announced a deal for sale of the 
company’s assets partly to a subsidiary of Standard Oil 
Co. (Indiana) and partly to Tidewater Oil Co. for a total 
cash price of about $380-million. This works out to about 
$100 for each Honolulu share. Honolulu plans to liqui- 
date, and will pay out about $95 a share within 10 days 
after the deal is closed—probably sometime this sum- 
mer. The other $5 will follow within a few months. 

For more than a year now, trading in Honolulu 
(which sold as low as $40.75 in 1960) has been dom- 
inated by knowledge that the company was up for 
sale to the highest bidder. Even so, the market under- 
valued the asset play in Honolulu by a substantial 
margin—last week, before word of the sale price 
leaked out, the stock was trading at about $82 a share. 
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A. H. ROBINS finds 
the formula for fast growth 
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A. H. Robins’ newest plant, built in 1953, has already had four 
additions and a fifth has just been completed . . . to give a total 
of over 200,000 sq. ft. For future expansion, Robins owns another 
290 acres around Richmond. 


In 1936, A. H. Robins Co., Inc. of Richmond, 
Virginia, had a staff of 6 people. Today, with 
more than 1,000 employees, the company 
turns out 650,000,000 tablets and capsules a 
year, plus enough elixirs to float a hospital 
ship! Ona basis of prescribed drugs, Robins 
is now in the top ten in the pharmaceutical 





About 6% of Robins’gross is invested in research .. . and 


this figure will be increased. Many research men ‘come field. Operations are now world-wide, with 
rom The ical College of Virginia, niversity of , ; ] 

Virginia, The University of eidneed pine aier famen plants in Canada, England and Mexico, while 
Virginia colleges. Virginia’s ice-free ports serve overseas 


markets. 


Robins’ rapid expansion stems from 
wise management, vigorous research . . . and 
from the business climate of Virginia, where 
fair tax laws and a pro-industry attitude 
encourage fast, sound growth. Find out 
more about the growth potential in Virginia, 
In confidence, phone, wire or write... 


C. M. NICHOLSON, Jr., Commissioner 
Division of Industrial Development and Planning 
Virginia Dept. of Conservation 
and Economic Development 
Room 803-BW State Office Bldg., Richmond 19, Va. 





ethical drugs. Skilled Virginians maintain Robins’ 
reputation for quality. E. Claiborne Robins, president 
says, “What I’m proudest of are the folks who work Phone: Milton 4-4111, Ext. 2255 


for us.’ 


You, too,can find these...and many 
other great competitive advantages in 
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Showdown in airlines fight 


Unsettled dispute between pilots and flight engineers 
will test Administration’s new labor policy. 
Government will order solution if parties can’t agree 


The Kennedy Administration, beset 
by a rash of critical labor disputes 
in its first four months, next week 
faces a showdown in the toughest 
one of all—the airlines controversy. 

This will provide the first climactic 
test of the Administration’s develop- 
ing labor policy and a first look at 
the solutions the Kennedy labor ex- 
perts may have for unions faced with 
job troubles caused by automation. 

Report due. Barring an _ unex- 
pected settlement, Nathan P. Fein- 
singer on Wednesday will 
Pres. Kennedy a fact-finders’ report 
on the bitter contest between the 
Air Line Pilots Assn. and the Flight 
Engineers International Assn. over 
assignments to the engineer's job on 
jet airliners. 

Feinsinger, a University of Wis- 
consin labor professor and former 
government labor expert, was named 
chairman of a three-man Presiden- 
tial commission last February, to halt 
a six-day wildcat strike by engineers 
on seven major airlines. The engi- 
neers walked out in protest against 
an order by the National Mediation 
Board requiring an election to de- 
termine which union should repre- 
sent engineers employed by United 
Air Lines. 

The Flight Engineers, the smaller 
union, claimed they would be swal- 
lowed up by the pilots’ union, and 
that the engineers would lose senior- 
ity rights and jobs to the pilots. The 
election had been requested by the 
Air Line Pilots, which seeks juris- 
diction over the engineers on jets. 

For the past two weeks, the Fein- 
singer panel has worked intensively 
with the two unions and the air- 
lines—American, Trans World Air- 
lines, Pan American World Airways, 
Eastern, National, Western, and 
Flying Tiger Line—but without 
success. With Labor Secy. Arthur 
Goldberg and Federal Aviation Ad- 
ministrator Najeeb E. Halaby joining 
in, the panel finally warned union 
and airline officials that the govern- 
ment would order a solution if one 
wasn’t reached voluntarily. 

Alternatives. These are the choices 
that the Feinsinger panel now faces: 
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1. It can recommend administra- 
tive action by the White House or 
legislation by Congress that would 
block resumption of an engineers’ 
strike, which the Administration says 
is “unthinkable.” 

2. It can accept the engineers’ 
proposal for trimming working hours 
(from 85 to 70 hours a month) and 
get a settlement. The engineers be- 
lieve the cut in hours would create 
sufficient jobs to ease the pilots-en- 
gineers conflict; while the feud is 
over jurisdiction, job security is at 
the root of it. 

3. It can offer its own framework 
for settling the dispute. Even though 
this framework might not be specific 
the panel would have more time to 
come up with the final answer, if 
the parties accepted the preliminary 
presented by the commission. 

The third course is the likely one. 
But, through it the Administration 
puts to a sharp test its system for 
containing labor disputes by send- 
ing them to mediation panels. 

Panels used. Since January, Gold- 
berg has successfully prevented or 
halted critical disputes by turning 
them over to a panel of experts. The 





Economist Nathan P. Feinsinger will 
hand factfinders’ report to Pres. Ken- 
nedy next week. 


New York tugboat strike—the first 
dispute of the Administration—was 
ended this way, and then came the 
engineers dispute. Current missile 
base labor controversies also appear 
headed for a mediation panel. Gold- 
berg favors this approach. 

But, where the disputes were 
stopped at least temporarily by such 
maneuvers, they were not settled. 
The Feinsinger airlines panel is the 
first to come up to a deadlines 

Out of these contests, the Ken- 
nedy Administration has been shap- 
ing a concrete labor program. It 
differs markedly from the Eisen- 
hower Administration’s “hands-off” 
policy, with Goldberg stepping 
quickly into trouble spots as they 
show up. The new policy is based 
on the premise that disputes now are 
likely to result from such deep- 
seated issues as automation and 
jurisdiction, and cannot be settled 
without public harm by ordinary bar- 
gaining; they need the long-range 
planning that an outside group of 
experts might develop. 

Though the Administration ap- 
pears able to sell the panel method 
to the disputants, it’s something else 
again to win acceptance of panel 
solutions. Because of this, oni try 
to help the parties by mediation 
more than to devise a solution. 

This is where the Feinsinger panel 
ran into trouble. Despite around-the- 
clock sessions in the Labor Dept. 
the Feinsinger group was unable to 
influence an agreement. It was then 
that Administration officials bluntly 
laid out its alternatives. 

Warnings given. The Administra- 
tion is hoping, above all, to avoid 
settlement of disputes by govern- 
ment fiat or new legislation. But its 
officials made clear that if this is the 
only alternative in the case of the 
airlines dispute, it is prepared to 
go this route. 

In an unusually blunt series of 
warnings to the parties assembled 
last week at the Labor Dept., the 
officials made these points: 

= Goldberg: “We can go two ways. 
We can go the way of an agreement 
that you can arrive at here, or we 
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Added to many package awards 
is “Breakthrough Award” win- 
ner in 1960 NFPA competition 
— Kennedy Zip-Lip Bag for 
Shepherd Tobacco Company. 


Why don't you sell your 
product in Zip-Lip bags? 





@ It shows its contents clearly—protects 
completely. Its built-in “zipper” permits 
reuse time and time again. Its “Buy-Me” 
appeal outsells other packages at point- 
of-purchase. It’s the flexible package 
that will sell more of your product. 


TO CLOSE 


Ask for Zip-Lip 
Samples today.,.See for yourself how 
they improve the salability of your product. 


KENNEDY CAR LINER & BAG COMPANY, INC. 


1000 Prospect Ave., Dept. E, Shelbyville, Indiana 
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can go the way of having the [Fein- 
singer] commission discharge its re- 
sponsibilities by issuing recommen- 
dations for terms of settlement which 
nobody may like. We cannot permit 
a prolonged strike in the air trans- 
portation industry.” 

* Halaby: “There are _ several 
things the government can do. (1) 
Educational. It can help to mold 
public opinion, enlighten it, and give 
it some guidance . . . (2) Adminis- 
trative. There already exists power- 
ful legislation that enables govern- 
ment members of the aviation 
community to take action .. . (3) 
Legislative. We stand ready to pro- 
pose legislation, if that proves neces- 
sary and the best course. I believe 
Congress [is] impatient and intoler- 
ant of any further disruptive war- 
BR rs 

*# Chmn. Francis A. ONeill of 
the National Mediation Board: “I 
need not repeat what the conse- 
quences would be in the event of 
failure. Please do not let that hap- 
pen.” 

« Feinsinger: “. . . I would not 
advise any of you to rely upon the 
commission and what we might rec- 
ommend to the President, if we go 
that route, in the hope of securing 
a favored position.” 

Despite the warnings, the media- 
tion sessions failed to work. The 
Flight Engineers, during the confer- 
ences, offered their own solution 
that they claimed would not only 
protect their own jobs but benefit the 
industry as well. Their answer was 
one that unions generally have been 
voicing as the solution to unemploy- 
ment caused by automation—the 
shorter work week. 

In the engineers and pilots case, 
the working time is registered by the 
month. Current regulations provide 
85 hours a month flying time for 
airline crews. The engineers union 
proposed this be dropped to 70 
hours, which it said would save jobs 
of pilots and engineers threatened by 
the increasing use of jet airliners and 
also eliminate what the union termed 
as flying fatigue that has devel- 
oped from flying the faster, more 
complicated jet liners. Health and 
safety considerations are involved, 
the union says. 

It is highly unlikely the Feinsinger 
Commission would accept _ this 
shorter work time proposal. Pres. 
Kennedy has stated his opposition to 
the shorter work week as the solu- 
tion to unemployment caused by 
automation. For the panel to adopt 
this approach on the airlines would 
constitute implied acceptance of the 
idea for labor generally and would 
be sure to be picked up by other 
labor unions. End 
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Biz-Whiz of the new-size cars! 


Now, get the go, room and ‘“‘all-day’’ ride 
of the big cars... plus the savings and ease 
of the small. . . all in this new Buick Special! 


Meet the “have your cake and eat it” fleet car! 
Around town this 112” wheelbase beauty zips in and 
out of tight spots like a scooter . . . gives you gas 
savings (regular gas, to boot) that challenge the 
““compacts.”’ The Special placed 1-2 in the Mobilgas 
Economy Run class “C”’ (V-8 compacts with auto- 
matic shift) scoring an astounding 25.09 m.p.g. .. . 
beating all V-8 automatics and standard size sixes 
with stick shifts. 


On the open road, it has a relaxing, road-hugging 
“all-day” ride salesmen love (its 4-coil Control Arm 
suspension is the same type as on full-size ’61 Buicks) ! 


No wandering or jackrabbiting. And, inside you get 
more total head, hip and leg room than the com- 
pacts. And, for go . . . wow! Thanks to its exclusive 
new aluminum Fireball V-8 engine and aluminum 
transmission *, you can enter a thruway from standstill 
to cruising speed as safe and sprightly as full-size cars. 


Not to be overlooked, too, is the prestige which the 
Buick name adds to your firm’s name. Best of all, the 
Buick Special costs less than many models of the low- 
price field. See your Buick Dealer or write Director 
of Fleet Sales (Buick—Flint 2, Michigan); either 
will be happy to fill you in on all the details. Buick 
Motor Division—General Motors Corporation. 


*Aluminum Dual-Path Turbine Drive — optional at extra cost. 


BUICK SPECIAL 








In labor 


Finnegan appointed to head 
New York State Board of Mediation 


Joseph F. Finnegan, who ended six years as director 
of the Federal Mediation & Conciliation Service on 
Apr. 1, will head the New York State Board of Media- 
tion as full-time chairman effective June 1. 

Finnegan figured prominently in FMCS activities in 
national labor disputes—including the steel negotia- 
tions in 1956 and 1959—although he often was over- 
shadowed by former Labor Secy. James P. Mitchell. 

Before the FMCS appointment, Finnegan was active 
in labor law, arbitration, and industrial relations work 
in New York. 


New California company plans to sell 
strike loss insurance to farmers 


California farmers may be able to take out strike insur- 
ance this fall. 

Last week, the State of California approved a new 
corporation—the Agricultural Exchange Corp.—to pro- 
vide strike loss insurance up to 75% of out-of-pocket 
costs for farmers with growing, harvesting, transport- 
ing, or processing losses caused by “labor disturbances.” 
The plan is expected to be operating by August, in time 
for peach, apple, and tomato harvests. 

Growers were instrumental in setting up the insur- 
ance plan. One worked out in 1949 died when unions 
dropped organizing efforts. 

Before taking insurance, a grower must certify that 
no labor disturbances are imminent in his operations 
and must pledge that he will not provoke labor trouble 
by substandard wages or working conditions. Proposed 
rates range from a top $4 per $100 for highly perishable 
asparagus to $1 per $100 for citrus, avocados, onions, 
cotton, sugar beets, nuts, hay and grain, and flax. A 
policy will cover only a single crop. 


Two unions pledge to share strike funds 
in fight against possible pay cuts 


Two feuding textile unions have signed a “limited 
mutual aid pact” to fight possible wage cut demands 
in the synthetic yarn field. Reports that American Enka 
Corp. would seek a wage cut this year prompted pledges 
that 18 locals of the Textile Workers Union of America 
and United Textile Workers will support each other 
with strike funds if any of them walks out to resist a 
pay cut. 

American Enka has a contract with UTW. But 
Wesley W. Cook, TWUA synthetic yarn director, em- 
phasized that a wage cut anywhere in the industry 
might set a pattern for other mills, including those rep- 
resented by TWUA. 

The two international unions have a long history of 
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hostility. UTW Pres. George Baldanzi—who conducted 
the pact negotiations for his union—is a former TWUA 
executive vice-president who “seceded” from TWUA 
with a group of locals after being defeated in a bid 
for the presidency. 


National Maritime Union in alliance 
with Teamsters despite AFL-CIO ban 


The National Maritime Union has contracted a for- 
mal alliance with the International Brotherhood of 
Teamsters, presumably to strengthen its hand in nego- 
tiations with the 74 ship operators whose NMU con- 
tracts expire June 15. AFL-CIO policy forbids dealings 
with the Teamsters, who were expelled from the federa- 
tion for alleged corruption. 

Several unions have informal working agreements 
with the Teamsters, but this is the first official alliance to 
be formed by an AFL-CIO affiliate. 

Initially, the pact included the International Long- 
shoremen’s Assn., whose Pres. William V. Bradley ac- 
companied NMU Pres. Joseph Curran to Washington 
to meet with IBT Pres. James R. Hoffa. This midweek, 
ILA’s executive board, meeting in Houston, ordered the 
union’s withdrawal from the agreement. 

ILA is on probation in AFL-CIO. The board felt the 
pact might cost ILA a place in the federation. 

According to IBT spokesmen, the initiative for the 
pact came from Curran and Bradley. Curran is an AFL- 
CIO vice-president and a member of its executive 
council and Ethical Practices Committee. In 1958 
he cast the only vote against putting cooperation with 
the Teamsters out of bounds for AFL-CIO unions. 

The NMU, representing 40,000 seamen aboard 625 
ships, is seeking a 34-hour week in current negotiations. 
Maritime observers report little progress and see a real 
possibility of a strike. 


Enlarged center for training, research 
in new processes started by printers 


The International Typographical Union has begun 
work on a New Processes Training & Research Center 
at Colorado Springs, Colo., where experts will instruct 
ITU members in the use of newly developed printing 
equipment. The center will also field-test experimental 
equipment for manufacturers. 

Both services have been available for several years 
at the ITU research center in Indianapolis, but this 
facility has become overcrowded, union officials said. 
The new building will have a capacity of 30 students. 
They will attend a six-week course, then return home 
to instruct fellow members in new processes. 

Due to open this fall, the Colorado Springs center 
will be the first unit of a new $1.6-million national head- 
quarters. The ITU expects to move from Indianapolis 
next year. 
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How good is 
your local 
high school? 


Candor is 
best approach 


Standards 
for judging 


Stimulating 
the gifted 


Personal business __ Bill 


May 20, 1961 


With the end of another school year in sight, this may be a good time to 
assess the quality of your community’s high school—and to decide if it’s 
equipped to give your youngsters the right sort of education. 

You shouldn’t wait until the children are already entering the 9th grade 
or, worse yet, are facing the problem of admission to college. Educators say 
a parent’s evaluation of the local high school should be firmed up, if possible, 
by the time the kids are halfway through elementary school. 

Don’t hesitate to start investigating the subject so early. 


You should feel free to ask tough questions about what the school does and 
doesn’t offer. Most probably, the answers will be quite straightforward. 
But keep one point in mind during your talk with school officials: Their 
job i- to educate all segments of the population, including (in most cases) 
youngsters headed toward routine jobs. If you take an understanding atti- 
tude toward this over-all function, your reception is likely to be warmer. 
Don’t worry if the principal talks about trying new ideas and programs on 
a temporary basis. Experimentation of this kind is a healthy sign. In fact, 
these days it may be the rigid, formalized program that needs a closer look. 
Bear in mind, too, that the size of the school makes a great difference in 
programs. Schools with senior classes of 100 or fewer students, say, can’t 
be expected to offer the kind of specialization found in many larger schools. 


Here are some standards for guidance in taking stock of your school—based 
on recommendations of former Harvard Pres. James B. Conant and on prac- 
tices followed in many top-rated schools: 

There should be one full-time guidance officer for every 250 to 300 stu- 
dents in senior high school. Most of their time should be spent working 
with students and parents on special problems, such as the high-IQ type 
who under-achieve—and, of course, on placing seniors in college. 

This is such a big job that some experts say a good guidance man with few 
other duties can effectively handle only 100 or so college placements in a 
single season. In slack months, the guidance staff should tour college admis- 
sions offices, not just nearby but in a wide geographical and academic range. 


Students should be grouped to give bright kids greater opportunity, slow 
learners less frustration. For the top 15% to 20%, the school should offer 
four years of mathematics, four years of a single foreign language, and three 
years of science. 

Summer courses should be open to bright students who want to enrich 
their programs. And “advanced placement”—where a top honors student 
takes one or more freshman college courses for advanced credit in the 12th 
grade—should be available or at least in the planning stage. 

In English, composition should take up about half the total teaching time 
in four years; a teacher should handle only about 100 students over-all. 

In government, a 12‘' yrade course in American government and current 
problems should be required, with open discussion of controversial issues. 

In reading, the school should have a program for all students who want 
to increase speed and comprehension—with the help of visual aids. And 
from the 9th grade on, slow readers should receive remedial instruction. 
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Personal business continued 


There’s one handy way to tell in a hurry how good the high school is: Look 
at its past record of placing seniors in college—and at how well these 
graduates do when they get there. Most schools have tabulated such infor- 
mation college by college and will display it on request. 

If your school is fairly new, or if it has recently been upgrading itself 
drastically, you can’t lean too much on the placement record, of course. 

Two other tests to apply to the school: 

# Class size—this should average about 25 students in high school. 

« Teacher salaries and per-pupil expenditures—if these rank low in com- 
parison with neighboring school districts, something may be wrong. 


If your school measures up on all but one or two of these points, it’s probably 
excellent. But if it’s weak in a number of areas, there may be a serious ques- 
tion as to its basic quality. 

Is there anything you can do about it? For one thing, you can step up 
your personal activity. This may mean simply closer rapport with school 
guidance counselors and teachers—or it may take you as far as getting 
elected to the school board. Short of this, you can attend board meetings, 
listen to arguments, and express your own opinions. 

If the school is too weak, of course, you may want to think about moving 
to another neighborhood or suburb with better schools. 

Sending your youngster to a private prep school is another possibility. 
Here, one sensible first step is to write a general inquiry to the new Sec- 
ondary Schools Admissions Center, P.O. Box 34, Suffield, Conn. 


Some subtle tricks for fishing in fresh and salt waters are revealed by a 
Rutgers University expert, James Westman, in Why Fish Bite and Why 
They Don’t (Prentice-Hall, $3.95). Dan Holland examines the where, when, 
and how of gamebird hunting in The Upland Game Hunter’s Bible—with 
detailed maps of North and Central American gamelands (Doubleday, 
$1.95). And sportsman-chef Ted Karry tells how to handle and cook fish and 
game in The Sportsman’s Cookbook (Doubleday, $3.50). 

If you want to train a gun dog thoroughly and quickly, there’s a new 
method based on the theory that the training should start on the dog’s 49th 
day. It’s described in Gun Dog by Richard Wolters (Dutton, $5.95). 

Hunting With Camera and Binoculars by Francis Sell gives inside tips, 
from the fine art of calling game to best filters and films (Chilton, $2.95). 


You can get permanent weather-cover for patios and play areas with trans- 
plantable posts; aluminum covering moves on the awning principle (Aluma- 
roll, 69 Meadow Rd., Rutherford, N. J., $695) . . . Your dentist can tell you 
about a new Squibb electric tooth brush, Broxodent—110-volt motor in 
handle oscillates brush 60 times a second ($19.75) . . . Easy to operate, 
Polaroid’s new self-setting Electric Eye camera Model J66 takes a 314x 
4Y,-in. picture, delivers print in 10 seconds ($89.50) . . . And a binocular for 
those who wear glasses has a lens system that compensates for increased 
distance from eyes—also convertible eyecups of soft rubber (Carl Zeiss, Inc., 
485 Fifth Ave., New York 17) .. . Views of world affairs by political observers 
abroad are featured in a new American monthly, Atlas—The Magazine of 
the World Press; articles are picked from some 300 foreign publications 
(31 West 57th St., New York 19, $7.50 a year). 


Contents copyrighted under the general copyright on the May 20, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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INDUSTRIES 


It’s widely believed that aluminum, 
concrete, and plastics have stunted 
the U.S. steel industry's growth by 
invading its markets. Yet none of 
these materials—and probably not 
all three put together—has hurt the 
U.S. industry as much as the post- 
war revitalization of West European 
and Japanese steel capacity. 

Largely through U.S. foreign aid, 
steel mills abroad were rebuilt, mod- 
ernized, and expanded. As a result, 
instead of exporting more steel than 
it imports, the U.S. gradually turned 
to buying more abroad than it sells 
there. The export surplus became a 
deficit. 

Sizable loss. Domestic producers 
have lost an export market that, net, 
averaged 3-million tons a year from 
1950 through 1958. Now, after 27 
months of deficit that averaged 1.4- 
million tons a year, the best that 
U.S. producers can see this year is 
an export-import standoff. For the 
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Armco Pres. Logan T. Johnston: “Whether they like it or not, U.S. steelmakers compete in an international market.” 


Companies like Armco Steel are hoping to buck this 
trend with new products and technology 


On the home front, new inventory practices and more specialized 
products should help to restrict imports 


future, our remaining exports— 
light, flat-rolled, and coated steels— 
face severe competition. 

All this is direct loss. You can mag- 
nify the damage by adding the in- 
direct losses implicit in several 
hundred thousand foreign car im- 
ports a year. And some steelmen 
argue that any total should include 
the tonnage U.S. producers now 
would be selling abroad had they 
maintained their former percentage 
share of foreign markets that are 
now vastly expanded. 


1. New problems, new leaders 


So, understandably, U.S. steel- 
makers are pretty preoccupied with 
foreign competition. Not only do 
they need the business they've lost, 
but they also need their traditional 
share of what has become a lush 
growth in world steel markets. Per- 
haps most of all they need an im- 








The foreign challenge facing steel 


Increased efficiency and capacity of European and Japanese 
mills have turned U. S. export surplus into a deficit 


proved competitive position to in- 
sure that the low-priced product 
from new foreign plants doesn’t flood 
the U.S. market any time foreign de- 
mand falters. 

Experienced exporter. One ap- 
proach to these problems comes be- 
fore the industry next week at the 
annual meeting of the American 
Iron & Steel Institute. It will be 
presented by Logan T. Johnston 
(cover), president of Armco Steel 
Corp., sixth in steelmaking capacity 
in the U.S. last year and fourth in 
revenues. Armco probably has done 
more kinds of business, in more 
world steel markets, for more years, 
than any other U.S. producer. 

Inevitably, what Johnston will em- 
phasize is a plea that U.S. steel- 
makers take the attack with new and 
better steel products. This has been 
Armco’s way of life for 60 years— 
and it took the company abroad 
when it had barely become a teen- 
ager. 

This was in 1912, when an 
order came from Brazil for corrosion- 
resistant culverts. The end product 
—of Armco Ingot Iron—was almost 
the company’s first specialty prod- 
uct. By 1913, Armco was shipping 
sheets to Brazil for fabrication there. 
That led to warehousing of related 
products and tools. What began as 
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an export venture rapidly evolved 
into an international steel wages 
Today, all Armco operations outside 
the U.S. and Canada, with one ex- 
ception, are handled by Armco In- 
ternational Corp., which has 41 sales 
offices and 39 warehouses abroad. 

Product development. Soon after 
its first foreign venture, Armco be- 
gan licensing its products and proc- 
esses abroad. Armco organized the 
first research department in the steel 
industry in 1910, and the company 
developed quite a few new products 
and processes, including some of the 
industry’s most fundamental. 

Ingot Iron, for example, not only 
made possible a huge and _profit- 
able domestic and export drainage 
products business. More or less by 
accident, it also was found to be 
superb for enameling sheets. That 
opened substantial structural mar- 
kets. 

Silicon-bearing electrical sheets, 
produced at the request of George 
Westinghouse, were the first Armco 
research project. Later, in the mid- 
1930s, the company perfected the 
first grain-oriented silicon steels, a 
practically revolutionary new elec- 
trical material. As with drainage 
products and enameling sheets, de- 
velopment of electrical steels con- 
tinues intensively today. 

In 1924, Armco literally remade 
the steel industry when the superin- 
tendent of its plant at Ashland, Ky., 
John Tytus, perfected the first con- 
tinuous wide sheet mill. 

That made possible the all-steel 
automobile body and autos designed 
for style as well as for strength. To- 
day, 45% or more of all steel prod- 
ucts flow from descendants of Tytus’ 
original wide hot mill. 


Overseas operations. Today, as 
well as licensing such developments, 
Armco International operates 13 
manufacturing plants in 11 countries. 
Some get their raw material from 
Armco, some buy it abroad. 

With three exceptions, the foreign 
plants are wholly owned by Armco 
International. After 50 years’ experi- 
ence, Armco shies away from joint 
ownership abroad. It does not hesi- 
tate at all to risk its own capital or 
to sell its brains. But mostly it avoids 
impermanent affiliations or incon- 
clusive control. 

Sixty years after it was organized 
to make roofing sheets, Armco has 
become the fourth billion-dollar pro- 
ducer in the domestic steel industry, 
thanks to new products, research- 
oriented technology, and a world- 
wide view. In foreign competition, 
Johnston recognizes a severe test 
ahead, even for his own export- 
minded company. But it’s not a prob- 
lem that frightens him. 
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“U.S. steelmen can fight foreign com- 
petition without a hike in tariffs or 
quotas.” 


You couldn’t really blame the U.S. 
steelman who admitted some real 
fear of foreign competition. The 
principal reason is costs. 

“The fact is that today, foreign 
producers’ costs are below ours,” 
says Chmn. Avery C. Adams of Jones 
& Laughlin Steel Corp. 

Controversial issue. Steel man- 
agement insists that its disadvantage 
lies in employment costs, although 
steel labor denies this. This bitter 
dispute contributed to the 116-day 
steel strike in 1959 and may very 
well help breed another shutdown 13 
months from now. So, in 1962 the 
producers will be bargaining for 
a contract in which employment 
costs do not rise higher than pro- 
ductivity. That’s fundamental to 
steel’s foreign competition strategy. 


Il. Costs and prices 


Actually, it’s difficult to settle the 
employment cost issue, because it’s 
all but impossible to learn the true 
costs in foreign steel plants. No one 
argues that offshore labor rates aren't 
far below ours. But true employment 
costs also involve non-wage costs. 
Abroad, these often involve benefits 
U.S. companies do not pay. And the 
secrecy obscuring manhours-per-ton 
figures complicates the problem. 

Pricing policy. Another funda- 
mental problem—pricing philosophy 
—racks U.S. steelmakers. U.S. pro- 
ducers are high priests of the single 
price. That means their operating 
rates vary with demand at the de- 
sired prices. Most foreign producers, 
on the other hand, load their mills 
as close as possible to capacity, then 
price to sell the product in both 
domestic and export markets. 





It's possible that Europe’s dual- 
price volatility 1nay tend to disap- 
pear as producers get more accus- 
tomed to dealing in the Common 
Market. Meanwhile, though, _ this 
pricing conflict makes the U.S. a| 
prime target for any European who | 
has capacity to sell. How could it be 
otherwise, since this country is the 
world’s biggest single steel industry 
and it pays the world’s highest 
prices? 

New problems. Employment cost 
and pricing problems are no less 
thorny simply because they're old. 
But now there are some pretty mean 
new worries for U.S. producers. For 
example: 

= Europe and Japan both are add- 
ing new capacity as hastily as the 
U.S. did during the 1950s. This year, 
Great Britain and the European Coal 
& Steel Community will spend about 
$1.1-billion on new plant. That’s only 
a little bit less than the $1.2-billion 
U.S. producers have budgeted. 

# Those funds buy plant that’s as 
modern as our best. Formation of 
ECSC has created a tariff-free steel 
market almost as large as ours. With 
regional barriers eliminated, it now 
makes sense for European producers 
to install the high-capacity, special- 
purpose equipment we've been de- 
veloping for years—the kind that 
makes a big cut in manhours per ton. 
This trend costs us an advantage we 
have enjoyed until now. 

= Most serious, Europeans are con- 
centrating on modern continuous 
wide sheet mills. They've had few 
until recently. Now, at least eight are 
being installed in Britain and ECSC. 

This poses a major threat to us 
because since 1950, an average of 
27% of our exports have been sheets 
and strip. 

But that’s not all. Tinplate, our 
second-best export product (av- 
eraging 20% since 1950), may be 
in trouble, too. Tinplate also is a 
product of the continuous wide sheet 
mill. And the Europeans’ next step 
logically will be to upgrade some of 
those sheets into tinplate. 

It would take no end of new 
American specialties to offset the 
2-million product tons that our 
sheet and tinplate exports totaled 
last year. 


ill. The answers 


When your competition enjoys 
lower costs, the remedy is obvious— 
lower your own costs. U.S. produc- 
ers are spending better than $1- 
billion a year to do just that. 

But that’s not the only resource 
the Americans have to fight foreign 
competition. 

Inventory revolution. The 1960 
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When Homer Found Home 


The Odyssey of Homer developed the true concept of direction. His naming of the 
four winds divided the horizon into quadrants, giving rise to the wind rose as an aid in 
dead-reckoning. But, variable wind was still the major uncertainty that he encountered. 


To modern jet pilots, wind is still the greatest variable in air navigation. Out of contact 
with visual references and often over unfamiliar territory, the jet pilot finds wind 
a most important determinant for mission success. By navigating with ground track velocity instead 
of air track velocity and meteorological wind, mission success is enormously improved. 


The self-contained doppler navigators made by LFE measure ground 
track velocity with an accuracy better than 0.1%. They are small in cubage, efficient in 
aperture utilization, low iu power consumption, almost impossible to detect, and operable over 
extremes of altitude, temperature and meteorological conditions. 


LFE Self-Contained Doppler Systems provide all-weather navigation 

for fixed-wing, rotary-wing and V/STOL aircraft. Features are: 

« Altitude-controlled ICW modulation « Complete weapons system 

integration with bomb navigation systems, autopilots, map dis- 

plays, terrain clearance indicators and plotting boards « Single 

antenna aperture for all beams « Dielectric lens or planar array 

antennas « X-Band or Ke-Band frequency « Analog outputs for he 
pilotage displays. Write to Department PI-24 for further details on ” 

the outstanding characteristics of LFE Airborne Doppler Systems. 


LABORATORY FOR ELECTRONICS, INC. . Boston 15, Massachusetts 


SYSTEMS, EQUIPMENT & COMPONENTS FOR AIRBORNE NAVIGATION + RADARand SURVEILLANCE + GROUND SUPPORT 
ELECTRONIC DATA PROCESSING » MICROWAVE INSTRUMENTATION ¢ AUTOMATIC CONTROLS «+ AIR TRAFFIC CONTROL 
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LOCATION is [mportant! 


Combine superb natural climate, a reservoir of 
competent manpower, available industrial sites, and a 
growing Latin American market — and you have compel- 
ling reasons to consider a Florida future. When you do, 
look to First National, Florida’s largest bank and a cross- 
roads of the financial world, for experienced, competent 
banking assistance. 








100 BISCAYNE BOULEVARD, SOUTH 


Miami, Florida 
MEMBER: FEDERAL DEPOSIT INSURANCE CORPORATION + FEDERAL RESERVE SYSTEM 

















“When you have a business problem, it 
should be solved by business, not the 
government.” 


revolution in the inventory practice 
of U.S. steel buyers affords the do- 
mestic industry an important advan- 
tage. Now that steel is no longer in 
short supply, steel users have aban- 
doned their practice of filling their 
warehouses with steel, as they had 
since 1946. From now on, the pro- 
ducers will carry the inventory for 
their customers. 

That will make life tough for the 
offshore producer, for somebody will 
have to stockpile foreign steel in 
the U.S. if it is to compete with over- 
night mill shipments. 

Made to specification. Another 
new market development that con- 
stricts imports is the nature of the 
product. On standard sizes and 
gauges of conventional carbon 
grades, the domestic producer is 
hard-pressed on price. But increas- 
ingly, U.S. steel users are demand- 
ing “specification material.” They 
need a better product. And often 
they want it finished by the mill in 
such fashion as to eliminate one or 
more fabricating steps. 

Simply because they must, U.S. 
steelmakers now sell exactly that 
kind of quality and service. They 
think in terms of selling 90 tons of 
more useful steel where they once 
sold 100 tons—steel that does an 
equal or superior job at lower or 
equal cost. In part, it’s the result of 
the buyer’s market and the profit 
a that plague most U.S. man- 
ufacturers. The offshore supplier 
simply isn’t geared to such compe- 
tition in this country. 

Still another competitive plus— 
which affects both products and costs 
—is the strikingly greater depend- 
ence domestic steelmakers place on 
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maybe it can cost 9'2¢ a pound less 


Today, manufacturers of everything from automo- 
biles to zippers are using air freight as their regular 
method of distribution or procurement... and sav- 
ing up to 9% per cent of their product costs. 

The savings are due to the fact that these manu- 
facturers have been able to reduce or eliminate branch 
warehouses and to reduce inventories which are an 
important part of the cost of physical distribution. 

Regular shipment of goods by air can save you 
money and time...if it can reduce your physical 
distribution costs. 

The question is this: can your plant or branch in- 


ventories, with consequent multiple costs, be reduced? 
The answer may well be “Yes”... since ship- 
ments by United Air Lines jet freight can actually 
provide same-day delivery coast to coast. 
To see how you can profit from this new 
“distribution” concept, call your local United Sales 


Offi ite United Ai 
Lines, Ceies tikie Dickion, Jae 
UNITED 


Dept. B-105, 36 S. Wabash 

Avenue, Chicago 3, Illinois. 

Ask for United’s “Air Freight - 

Profit Analyzer.” THE EXTRA CARE LINE 
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Information for Management 


19 ideas 


on cutting costs of cleaning and 
maintaining plants, buildings, equipment 


This New, Free Handbook describes 
and illustrates ways to effect new 
economies in necessary cleaning 
and maintenance jobs. It will help 
your plant or building superin- 











Return this advertisement on your tendent and maintenance engineer 
letterhead for your FREE copy. to get more out of cleaning equip- 
za Z WARAIAAA ment...make labor more effective 
——ae £e} ” 4Feale and less costly. A solid start at 
= ZZ ot she A reducing high upkeep costs. 
| Breuer Electric Mfg. Co., 5132 North Ravenswood, Chicago 40, Illinois 
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Practically all current Mutual Benefit life and 
endowment plans have cash and loan values as soon 
as the first year’s premium is paid. In the early 
years, these values are generally the highest paid by 
any company. This is one of the ‘‘Seven Significant 
Benefits’? of every Mutual Benefit Life insurance 
policy. Write us for information about the others. 


Benefit is our middle name 


MUTUAL BENEFIT LIFE 


INSURANCE COMPANY - NEWARK, NEW JERSEY + SINCE 1845 
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research. Already, they have accom- 
plished some drastic cost reductions. 
Foreign producers, for all their new 
investment, will have to stretch just 
to keep even with the research- 
based productivity of the better U. S. 
producers 

Raw materials cost. U.S. steel- 
makers also have an edge when it 
comes to raw materials costs. Do- 
mestic producers probably have 
about a 5% advantage on Europeans 
in this area, perhaps twice that on 
Japan. 

And we have other advantages. 
Foreign employment costs are rising 
under the impact of very good busi- 
ness and some labor shortages. Yet, 
in the 1959 contract negotiations, 
U.S. producers were able to keep 
employment cost increases close to 
productivity increases. 

USS approach. For its part, U. S. 
Steel Corp., the industry leader, 
takes a somewhat different approach 
from Armco’s to the problem of 
maintaining a big position in a world 
steel market. Like Armco, it will 
emphasize specialties—whether out- 
standing steel products or services 
involving steel, such as bridges and 
other specialized structures, ore, 
melting, or finishing knowhow. 

But USS thinking goes beyond 
that. Based on its new commercial 
approach (page 47), USS envisions 
a lot of its steel export business in 
the form of its U.S. customers’ end 
products—even though it does not 
anticipate a serious decline in its 
own exports of steel mill products. 

Then, too, it’s almost certain USS 
is a little less overwhelmed by the 
low-wage advantage of offshore steel 
producers than some other U.S. pro- 
ducers seem to be. USS set out many 
years ago to make itself the most 
efficient domestic producer. Broadly, 
it succeeded. It’s not beyond reason 
to figure that USS may see its next 
goal as becoming the world’s low- 
cost producer. 

From the viewpoint of the entire 
domestic steel industry, of course, 
such an approach has its limitations. 
It does nothing for the small re- 
gional producer, of which Atlantic 
Steel Co. is probably the classic ex- 
ample. 

Bigger market. But for the indus- 
try as a whole, the fabulous growth 
in the European steel market is a 
hopeful sign. Its growth far exceeds 
that projected for our own market. 
And the dollar gap of a decade ago 
has disappeared. Thus, there’s a lot 
of business to be done in West 
Europe, something that wasn’t true 
early in the 1950s. 

Somehow, U.S. steelmen simply 
don’t believe they can be shut out 
of that kind of market forever. End 
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The Hollow Tree Story . . . How Heller Money 
assembled the pieces of a corporate picture puzzle 


It was in June 1956 that Bill Moores, President of Hollow 
Tree Lumber Company, Ukiah, California, told Heller 
about his wish to expand. Hollow Tree wanted to acquire 
the standing timber of two other companies. A couple of 
big sawmills, drying and finishing plants, rolling stock and 
a lumber inventory were also involved. So was the question 
of producing and profitably selling several million more 
board feet of lumber annually. 

Heller recognized that Hollow Tree could operate on a 
more profitable basis with the proposed expansion program. 
A combination of several methods of Heller financing was 
indicated. Heller Factoring created the cash flow required 
for working capital needs. Heller funds, combining inven- 
tory and machinery and equipment financing, provided the 
purchase money immediately required to make the acquisi- 
tion—additional profits from the expanded facilities would 
easily complete the term pay-out of the balance. 


Over one billion dollars annually 
for industry 





The result is a matter of record. At the dates of July 31, 
1956 and March 31, 1960, Hollow Tree’s ratio of net worth 
to sales volume remained constant at approximately one 
to seven, but net worth, in the interim, increased by 72%, 
sales by 65%. 


Mr. Moores realized what he had envisioned—a picture 
greater than the sum of its original parts, and expanded 
profits without eguity dilution. 


Heller financing functions at nearly every level of nearly 
every industry. This enables Heller to help develop and 
prosecute the strategies which use money creatively, en- 
abling progressive managements to realize their greatest 
potential. In these changing times you ought to know about 
Heller’s various services—outlined in our newest booklet, 
“Financing Business Action Under Today’s Conditions.” 
Write for your copy—no obligation whatever. 


Write Dept. BW-5 


Walter E. Heller & Company 


105 W. Adams Street, Chicago 90, Illinois « 342 Madison Ave., N.Y. 17 
Fulton National Bank Building, Atlanta 3, Georgia 

Walter E. Heller & Company of California, 849 S. Broadway, Los Angeles 14 

Walter E. Heller & Company of New England, 31 Milk Street, Boston, 9, Mass. 















This ™ 
Hopper 
on your truck 


CAN 
CUT HANDLING 

COSTS 

90% 


One man with a lift truck can 
cut handling time and effort 
in half with Roura self-dump- 
DUMPS ITSELF ing hoppers. Pull a latch and 
the Hopper automatically 
dumps itself, rights itself, locks 
use handling scrap metal, hot 
forgings—any bulk material or 
RIGHTS ITSELF 
l4 to 4 yards capacity—made 
of steel plate, stainless or gal- 
LOCKS ITSELF shipped from stock. 
ROURA 
| OPPER 
| . ca ee Be, 
| WANT MORE DETAILS? Just clip this 
| 
| 
| 
| 


component parts. Eight sizes, 
Self Dumpin 






itself. Thousands are now in 
ar vanized. Standard models 
coupon to your letterhead and mail to 


ROURA IRON WORKS, INC. 
1407 Woodland Ave., Detroit 11, Michigan 





at the taulust/ 


World’s largest resort hotel offers com- 
plete facilities for conventions! Great 
food, magnificent accommodations! 
ON STAGE! 


LE LIDO DE PARIS 
1961 Revue 


LAS VEGAS 


1295 DELUXE ROOMS FROM $6 
Meeting Facilities for 
reAgelt) oson igen AO comm aeleleb 
Write for Hotel & Convention Brochure 











UNMATCHED 


92% of Business Week’s subscribers hold 
management positions in business and industry. 
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NEW PRODUCTS 


Du Pont’s versatile alumina 


New form of a familiar material has unusual properties 
that suggest many new uses. Fibrous particles, 
made synthetically, are tinier than grinding could produce 


Alumina powder, or aluminum oxide, 
is a familiar and widely used indus- 
trial material, but no one would 
ever recognize it in the new form 
that E. I. du Pont de Nemours & 
Co. is introducing. Du Pont calls it 
Baymal, says it is just about the most 
versatile chemical to emerge from its 
laboratories in many years. 

Baymal has properties that sug- 
gest entirely different and far wider 
use than ordinary alumina. Alumina 
serves its greatest purpose as an in- 
termediate stage of producing alu- 
minum, though it has other uses in 
grinding wheels, ceramics, and other 
fields. 

Du Pont scientists learned how to 
synthesize alumina in the form of 
microscopic fiberlike particles, so 
tiny that no amount of grinding 
could produce them. It is this fiber 
structure that gives Baymal its 
special properties: 

« In water, Baymal forms a stable 
colloid instead of settling out like 
ordinary alumina powder. This is be- 
cause the particles are small enough 
to behave like ions, carrying a posi- 
tive charge. 

* When such a colloid is evapo- 
rated, the tiny fibers interlock and 
lie flat, forming a uniform thin film 
over the surface of a material on 
which it is evaporated. This film can 
be bonded to the surface by baking. 

« Baymal is wettable both by wa- 
ter and by oils and other organic 
liquids. 

* When mixed with water to form 
a thick paste or gel, it shows an- 
other curious property. When the 
gel is shaken, it turns into a liquid; 
when the liquid is allowed to stand, 
it turns back into a gel. 

Finding its uses. Baymal isn’t yet 
in commercial production, and won't 
be until its uses have been explored 
further. However, du Pont has just 
started up production at Belle, W. 
Va., where it is turning out enough 
Baymal so sample lots can be de- 
livered to potential customers for 
testing in end products. Sample lots 
are being sold for $3.50 a Ib., a figure 
that can be expected to be greatly 
reduced when commercial produc- 
tion starts. 





Du Pont foresees—and its chem- 
ists are helping to develop—uses for 
Baymal in ceramics, textiles, paints 
and finishes, cosmetics, pharmaceu- 
ticals, glass, metals, high-tempera- 
ture insulation, plastics and rubber, 
electrical and BBs industries, 
petroleum, paper, and the graphic 
arts. 

For example. Some of the princi- 
pal applications that du Pont visu- 
alizes and is trying first to develop 
for Baymal are these: 

« Because it forms a thin film that 
tightly adheres to glass or metal 
when heated, it might be a useful 
inorganic adhesive. Most adhesives 
are organic. 

« Because a solution of Baymal 
can be made to settle quickly into 
paste form, it could be used as a 
constituent of coatings that could be 
sprayed or brushed on a wall with- 
out dripping or running. 

« Baymal'ss properties in forming a 
film could be used to help fix pig- 
ments or to coat metals and ceramics 
with electrical conducting or insu- 
lating coatings. 

" When Baymal powder is sub- 
jected to both heat and high pres- 
sure, it forms an extremely all and 
dense solid. Du Pont says it can be 
made nearly as hard as a diamond. 
Thus, it could be used to make 
metal-cutting tools. 

* Since particles of Baymal take 
on a positive charge in water, they 
will be attracted to negatively 
charged surfaces, such as glass, pa- 
per, and many textiles, includin 
such synthetic fabrics as Dacron an 
Orlon. Thus, a permanent coatin 
of Baymal can easily be applied, ca 
it would make the fabric resistant 
to stains and soiling. This could 
also be useful in the printing busi- 
ness. 

« The fact that both water and oil 
will wet Baymal fibers makes them 
a valuable agent in keeping oils sus- 
pended in water pati wy This 
property may be used to advantage 
in hair preparations, skin lotions, 
and other cosmetics. Du Pont says 
Baymal will help a cosmetic to cling 
to skin or hair; moreover, it is an 
antiperspirant. End 
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and prevent erosion of profits 
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i: |PRINTWEIGH® RECORDS 


ake |/eave nothing to chance, guesswork or “memory” 








ake | Complete, accurate, printed weight records at your fingertips! That’s what 


hey you get when you have Toledo Printweigh ‘400’ at work for you. Printweigh 

ely (8 the modern way to satisfy your need for weight records that assure tight BENCH PORTABLE 
©'Y jcontrol of costs, quality, inventories and customer billing. —— —— 
aa With Printweigh, you’ll never again be plagued by human errors in read- 

_ ing, remembering and recording weights. You’ll enjoy new flexibility and 

in@ efficiency in weighing, too. Printweigh gives you weight records in fully FLOOR SCALE 


ing identified figures on tickets, strips, sheets or labels. It will transmit weight 
und jdata electrically for recording on remote office machines. Printweigh Scales 
ant }are offered in a full range of industrial types and capacities. 

uld Remember . . . materials become money on your scales. Losses lurk in 
usi- Jinaccurate, incomplete weight records. You need Printweigh to guard costs 
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Industry | 
tries IiVING ams 


in caves 


Kansas City manufacturers 


find that mined-out quarries can make 


durable, inexpensive plant sites 


In the Kansas City area, and else- 
where around the country, space- 
hungry manufacturers are moving 
into habitations whose use is as old 
as the human race_itself—under- 
ground caves. These caverns, how- 
ever, are far different from the dark 
and musty lairs of our club-wield- 
ing ancestors. With fluorescent light- 
ing, air conditioning, tile and wood 
paneling, and other amenities, their 
somewhat eerie interiors are being 
transformed into comfortable, mod- 
ern work areas (pictures ). 

Industry, of course, has used caves 
for storage purposes for several 
decades. And during the last war, 
neutral Sweden moved much of its 
vital industry underground where 
it’s still flourishing today. 

Behind the present trend are two 
factors—the need for cheaper indus- 
trial sites and the very real advan- 
tages of making certain types of 
goods in subterranean plants. 

Cave dwellers. Heres how the 
situation shapes up in the Kansas 
City area, which has taken the lead 
in the U.S. in developing and leasing 
underground manufacturing sites: 

# Brunson Instrument Co., Inc., 
which makes high precision optical 
tooling and surveying instruments, 
has an elaborate, new subterranean 
home that’s about 85% complete. Lo- 
cated 20 minutes from downtown 
Kansas City, the new factory and 
offices cover 140,000 sq. ft. in a 
limestone cavern that Brunson hol- 
lowed out to its own needs. 

« J. C. Nichols Co., a large, local 
developer, which laid out Kansas 
City’s swank Country Club Plaza 
District, is working on the 12-acre 
Bannister & Holmes Industrial 
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BANNISTER & HOLMES INDUSTRIAL CENTER 


SUBSURFACE ENTRANCE 
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Easy access to subterranean industrial park is provided by 


roadway running 1,000 ft. underground to clients’ doors. 


Center, which is completely under- 
ground. About 110,000 sq. ft. has 
already been developed, with 400,- 
000 sq. ft. yet to go. Besides J. C. 
Nichols, the center has five other 
tenants so far, including a tool and 
diemaker, a toy manufacturer, an 
appliance repair company, and a 
soils testing laboratory. 

# Inland Cold Storage Co., Inc., 
has almost 5-million sq. ft. of under- 
ground space, also billed as an in- 
dustrial park. Up to now, Inland’s 
main business has been warehouse 
space, but “we're gunning hard now 
for industrial tenants, and laying out 
plant site- that will catch their in- 
terest and imagination,” says one 
Inland executive. Inland has two 
new tenants: Atlas Wire Products 
Co., which makes wire display items 
such as book and magazine racks, 
and Gregory Packaging Western, 
Inc., a small packager of frozen 
foods. A second frozen food pack- 
ager will be moving in any day now. 

* Downtown Industrial Park Co. 
has big plans for a split-level indus- 
trial park—tenants on the ground 
above and in a cavern below. On the 
bottom level, it has developed 400,- 
000 sq. ft., is working on another 
300,000 sq. ft., and has 800,000 sq. ft. 
more to quarry out in the future and 
develop. With the design and some 
of the basic improvements out of 
the way, DIP will soon contract for 
roadways, loading docks, paving, 
and the like. 

« Pixley Co. in Independence, Mo. 
—about 15 miles from Kansas City— 
has 344-million sq. ft. of cavern 
space—much of it unoccupied. To 
get things rolling, Pixley has just 
changed real estate companies and is 


mapping out plans for a railroad spur 
into the cave. Pixley clients reflect 
some of the rather bizarre diversity 
that’s possible in underground leas- 
ing. They include a plastic bdat 
maker, a chicken farmer, and an op- 
erator of an underground trout fish- 
ing stream—anglers fish on a fee 
basis. 

Part of a pattern. Elsewhere 
around the country, there’s a sim- 
ilar—though not quite so insistent— 
interest in underground sites. As in 
Kansas City, these are mostly aban- 
doned limestone quarries. The differ- 
ence is that in Kansas City, a num- 
ber of manufacturers are being 
wooed—and won—into moving 
whole factories into the cool, some- 
what eerie recesses. In other areas, 
underground space is used mainly 
for storage, or to harbor defense in- 
stallations. 

The real lead in wnderground 
manufacturing is held by Sweden, 
which has expanded its subterranean 
production facilities to cope with 
the danger of atomic war. Today, in 
long, rambling caverns that tunnel 
out far below the earth’s surface, 
Swedish manufacturers produce 
everything from oxygen and fine 
optical equipment to airplanes and 
autos. 

Why go underground? Besides 
civil defense—and in Kansas City, 
this is really a very small part of it— 
there are some real advantages that 
come with this mole-like existence. 
One large plus is the temperature 
underground, which seldom strays 
far from 56F-60F. About all that’s 
needed for an ideal working tempera- 
ture is a small air conditioner to 
dehumidify incoming summer air, 
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In new subsurface office, Pres. M. E. Baird (left) of Play- Cafeteria and assembly area in Brunson plant boasts same 
things Co. talks with Fred Gibson of J. C. Nichols Co., from amenities as topside factories. Brunson figures plant space 
which it rents cavern space for wholesale toy warehouse. cost company 50% less than it would have above ground. 
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Automation Cornerstone 


The Friden Flexowriter® has three basic capabilities: 1) It can type, 
2) it can record what is typed on punched paper tape, 3) it can read 
tape back to itself, retyping automatically at 100 words per minute. 


These things are remarkable enough, but the important point is this: 
Tapes produced on the Flexowriter can automatically control a great 
variety of other machines—those made by other manufacturers as well 
as by Friden. Thus the Flexowriter performs the key task in automation, 
translating human language into a language that machines understand. 


Applications for the Flexowriter are immensely varied. It allows man 
to converse with computers. It prepares tapes that control automated 
machine tools. It’s also bringing about a major revolution in the han- 
dling of basic business paperwork. And the surface is only scratched. 


It will pay you to learn more about this machine and the jobs it could 
be doing for you. Your local Friden Systems Representative is the man 
to see. Or write: Friden, Inc., San Leandro, California. 


THIS IS PRACTIMATION: automation so hand-in-hand with 
practicality there can be no other word for it. © 1961 FRiveN, iNnc., 


@ |Tiden 


SALES. SERVICE AND INSTRUCTION 
THROUGHOUT THE U.S. AND WORLD 
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and a small heating system to bring 
the temperature up to the desired 
level. Over the years, as the walls of 
a cavern warm up, the heating re- 
quirements diminish. By the time 
Brunson’s factory is finished—it’s 
been six years in the making—the 
heat from the machinery and bodies 
of the workers will be enough to 
keep the place warm. 

This cuts the cost for heating and 
air conditioning sharply compared to 
topside factories. One developer says 
going underground reduces heating 
and air conditioning costs by about 
30%. 

Controlled environment. Con- 
trolled temperature and humidity 
makes life pleasant for employees, 
but it goes beyond that. Certain 
types of business thrive under more 
rigid environmental controls. For 
Epic Mfg. Co., the toolmaker that 
leases space from Nichols, tighter 
temperature and humidity control 
reduces expansion and contraction 
extremes in measuring tools and fix- 
tures. This is important in Epic's 
close-tolerance work. Woodward, 
Clyde, Sherard & Associates, the 
soils testers in the Nichols cave, 
profit from the same tight controls, 
as would, say, food processors, cig- 
arette and cigar makers, and other 
manufacturers whose products are 
affected by atmospheric conditions. 

The rigid structure of the cave 
itself can also be a big advantage. At 
Brunson’s old location in downtown 
Kansas City, the heavy rumble of 
traffic often played hob with the 
machining and testing of Brunson’s 
delicate, extremely close-tolerance 
instruments. Now, there’s not a 
squiggle of vibration. 

Cave dwellers also benefit from 
the greatly reduced chances of seri- 
ous fire damage in the caverns. 
Brunson, which was burned out of 
its old building two days after it 
started moving to its underground 
home, paid $2.85 per $100 value for 
insurance on its old quarters. Now 
the rate is less than 20¢ per $100. 

Handicaps. With all these advan- 
tages, what’s there to hold industry 
back? One drawback is quite basic 
—the less-than-glamorous image cave 
tenancy calls to mind. “Who wants to 
be known as a _ hole-in-the-ground 
operation?” asks one  nonsubter- 
ranean in Kansas City. 

The other drawbacks have to do 
with the cave structure itself. Leak- 
age is one big worry. Brunson’s presi- 
dent, Amber N. Brunson, says, 
though, that leaks are scarce in most 
limestone caves where there is the 
usual large shale overburden. When 
Brunson’s roof does spring a leak, 
he just bores a hole from the to 
down to meet it, and plugs this with 
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The average employee receives over 
$1,000 a year in fringe benefits, ac- 
cording to a survey by the U.S. Cham- 
ber of Commerce. But how many 
know this? How many of the people 
with your company know the full 
worth of what’s provided for them? 
To get the credit from an employee, 
you’ve got to give him the facts as 
well as the fringe benefits. And one of 
the most effective ways to give him the 
facts, is to have him get them from 
someone else, not from “the boss.” 
That’s where Equitable’s specially 
trained employee advisors come in. 


rue HQUITABL 


Home Office: 393 Seventh Avenue, New York 1, New York 


Are your employees giving you 


full credit for the fringe benefits 


They will sit down with employees, 
one at a time, and explain how your 
benefit programs tie in with their 
Social Security and individual assets. 
They've been doing this ever since 
1926 when Equitable first introduced 
this kind of service. 

It’s paid off for company after com- 
pany in higher morale, lower turn- 
over, and better employee relations. 
For complete details on how this 
service can be tailored to meet your 
special situation and needs, send in 
coupon at right. (No obligation, of 
course.) Or, better still, call The Man 


Life Assurance Society 
of the United States 
©1961 
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you provide? 


from Equitable. Equitable’s field force 
of nearly 10,000 agents is ready to 
serve you anywhere in the U.S. 


BW 5-20 
THE EQUITABLE 


Post Office Box 1770, N.Y.1, N.Y. 
Please send me absolutely free com- 
plete information on your Employee 
Advisor Service. 


NAME 





Please print) 


COMPANY_____ 


ADDRESS 





CITY SOME... 





COUNTY 





STATE 





BR 








Dodge gets each day’s 
construction news first. 
1,087 Dodge Field Agents scout the 
new construction field every day. 
Regularly, over 165,000 architects, 
engineers, builders, owners, contrac- 
tors and officials give them advance 
briefings on their future plans. Who’s 
going to build what. Where. For how 
much. Who’s bidding. Who gets which 
contracts. Businessmen who want to 
pinpoint these positive prospects in 
time to take action, receive Dodge 
Reports by mail—every day. Inter- 
ested in increasing your sales effec- 
tiveness? See ad to right for more on 
the most effective new business leads 
in the new construction industry. 
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a compound that expands and hard- 


ens. 
Another problem stems from the 


wel that keep the roof from tum- - 


ling in. In mined-out quarries, 
they're often randomly placed. This 
handicaps companies with long as- 
sembly lines or equipment systems 
that take a lot of space. Recently, 
though, many rock quarry operators 
in Kansas City have altered their 
mining methods, in the hope of find- 
ing a buyer once their mine is 
worked out. Now, theyre making 
their columns more rectangular, lin- 
ing them up, and spacing them out 
equally. This way, the cave comes 
out with a square or “modular” pat- 
tern. In the process, the quarry loses 
only about 1% of the rock. 

Do-it-yourself. Even in_ these 
caves, however, the space may be a 
little awkward to use. One sure way 
to duck around the problem is to 
quarry your own cave, as Brunson 
did. This way, he planned the space 
exactly the way he wanted it. B 
seliing the limestone he quarried, 
Brunson paid for two-thirds of the 
plant, excluding the cost of the land. 
Over-all, he figures his plant cost 
him about $6 a sq. ft. compared with 
$12 a sq. ft. he would have paid for 
the same thing aboveground. 

Brunson’s plant is fairly typical of 
today’s underground factories and 
offices. The entrance is in the side 
of a large hill. Inside are six giant 
tunnels, the one major artery big 
enough for in-and-out truck traffic. 
Brunson poured a 4-in. concrete 
floor, strung up fluorescent lights, 
and painted the dull yellow lime- 
stone walls in the machine shops and 
storage areas a gleaming white. The 
offices are completely self-enclosed. 
To dress up the walls, Brunson went 
to stone and wood paneling, and 
containers with green plants. Over- 
head is acoustical tile; underfoot, 
asphalt tile. 

Why Kansas City? Why has Kan- 
sas City suddenly become a focal 
point for underground factory de- 
velopment? The existence of a num- 
ber of abandoned quarries was 
important, of course. Of the 62-mil- 
lion sq. ft. of warehouse space in 
metropolitan Kansas City, no less 
than 26-million of it is underground. 
Some say publicity resulting from a 
suit over an underground storage 
area in Atchison, north of Kansas 
City, plus news of Brunson’s project, 
set developers thinking about the 
possibilities. Since then they've been 
doing some imaginative and aggres- 
sive selling to potential tenants. 

“You're not going to get any mass 
exodus into caves,” says one tenant, 
“but it’s sure a less painful way for a 
company to expand.” End 











Dodge helps correlate 
marketing objectives. 
A Dodge Construction Market Coun- 
sellor helps clients get maximum 
benefit from the advance construc- 
tion intelligence in Dodge Reports. 
Direct selling, mail promotion, activ- 
ities of distributors or agents all 
can be coordinated by a continuing 
Dodge “Use-Plan.” More, he can help 
clients evaluate sales performance, 
project sales goals, plan production 
and inventories by applying authori- 
tative Dodge Statistics. Get the full 
details on Dodge sales and planning 
services. Sign below and mail with 
letterhead. F. W. Dodge Corp., 119 
W. 40th St., N. Y. 18, N. Y. 
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Maunders, Penobscot Bidg., Woodward 2-1793 
Houston 25: Gene Holland, 

Prudential Bidg., juan 6- 1281 

Los Angeles 17: Russell H. Antles, 

1125 West Sixth St., Huntley 2-5450 
Minneapolis 2: Richard C. Thompson 

120 South Sixth St., Federal 2-7425 

New York 36: Alfred L. Blessing, Fred R. 
Emerson, John H. Glover, John F. Juraschek, 
Francis F. McAdams, John C. White, Jr., 
500 5th Ave., Oxford 5-5959 

Philadelphia 3: Henry T. Berry, William L. 
Blanchard, James T. Hauptli, 

Six Penn Center Plaza, Locust 8-4330 
Pittsburgh 22: John R. Thomas, 

Four Gateway Center, Express 1-1314 
Portland 4: Scott Hubbard, 

445 Pacific Bidg., yt 3-5118 

St. Louis 8: John F. Boo 

3615 Olive St., vefferson 5 5-4867 

San Francisco 11: John W. Otterson, 

255 California St., Douglas 2-4600 

London W. 1: Edward E. Schirmer, 

34 Dover St. 

Frankfurt: Stanley Kimes, 

85, Westendstrasse, Frankfurt-M, Germany 
Geneva: M. R. Zeynel, 

2, Place du Port, Geneva, Switzerland 

Tokyo: International Media Representatives, 
Ltd., Kishi Kurabu 14 Marunouchi, 2-Chome 
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THE TREND 


The real danger Wall Street faces 


Everybody likes a bull market, and Wall Street is en- 
titled to make the most of the boom in stocks that is 
now under way. But it is time that the responsible mem- 
bers of the financial community stepped back and took 
a long, hard look at some of the things that are going 
on in the securities markets today. 

Wall Street has spent a great deal of effort and money 
convincing the public of the merits of owning common 
stock. The public is now responding—in far greater 
numbers than Wall Street ever expected. Over the past 
five years, the number of shareholders in public corpo- 
rations has jumped from 8.6-million to an estimated 
15-million—so that a substantial part of the population 
now has a direct stake in the market. 

Indeed, the cult of equities is now in full swing. Com- 
mon stocks are the newest of status symbols, with the 
greatest admiration—and envy—reserved for those who 
can boast of getting shares in hot new issues. 

There is nothing wrong with informed investing or 
intelligent speculation. They are essential ingredients 
of a free enterprise economy. But evidence is accumu- 
lating that the public is beginning to believe that prices, 
particularly on new issues, can only rise. And when such 
a notion takes hold, moderation gives way to reckless 
excess that no appeal to reason can stop. 

Already some warning notes have been sounded. The 
Securities & Exchange Commission is following up on 
its recent revelations of manipulation by two special- 
ists on the American Stock Exchange with a full-scale 
investigation of the ASE. Keith Funston, the president 
of the New York Stock Exchange, has twice warned 
against the get-rich-quick attitude now in evidence, 
rebuking investors for putting money into shares of 
companies “whose names they can’t identify, whose 
products are unknown to them, and whose prospects 
are, at best, highly uncertain.” 


New issues mania 


The magnetic lure of a capital gain is strongest in the 
new issues market. Almost every new offering, whatever 
its prospects, is heavily oversubscribed. Buyers do not 
care about values; they are simply betting that they can 
unload at higher prices to other bidders. 

This sort of thinking was responsible in the 18th Cen- 
tury for the Mississippi Mania, for the South Sea Bub- 
ble that followed. It was responsible for the New Era 
economics of the 1929 market. And it is at least partly 
responsible for the current demand for new issues. 

As a result, the market is being flooded with stock 
offerings by new companies. Over 200 were marketed 
in the first quarter, and more are on the calendar. Some, 
of course, may turn out to be tomorrow’s blue chips, but 
most buyers have no interest in future prospects of 
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the companies. They are simply after a quick killing. 

The desire to get in on the ground floor—and to get 
out on the way up—is spreading from sophisticated in- 
vestors to the naive, And it is leading to a lowering of 
standards in the financial community itself. 

The apportioning of new issues now going on is remi- 
niscent of the 1929 era, when each underwriting house 
had its preferred list of insiders who were assured of 
getting scarce stock that could be sold at an immediate 
profit. Today, some professionals are indulging, because 
the temptation to get a free ride is hard to resist. 

This does not mean that we are headed for another 
1929. Today’s securities markets are on a far sounder 
base. Margin requirements are high; trading is subject 
to regulation by both the SEC and the financial com- 
munity itself. Wall Street has learned, the hard way, the 
virtue of living in a goldfish bowl, and it has been re- 
warded by a high degree of public confidence. 

Nevertheless, this confidence could be damaged by 
unbridled speculation in the new issues market. For 
this is one area where regulations are at a minimum, 
and where questionable practices can thrive. 


Setting the tone 


Most members of the financial community recognize 
—and privately deplore—the goings on in the new is- 
sues market, but they prefer to take refuge in the fact 
that the current wave of speculation has nothing to do 
with their own activities. 

This is a shortsighted view, one that is based on the 
theory that it is a mistake to rock the boat. But the boat 
may capsize if speculation gets out of hand. 

The fact is that the public thinks of the financial com- 
munity as a single entity. It makes no distinctions be- 
tween one part of Wall Street and another. Thus, if 
trouble erupts in the new issues market, Wall Street’s 
blind-eye attitude could result in a black eye for the 
financial community as a whole. 

There is no way to legislate or regulate against human 
folly. But every house in Wall Street has a responsibility 
to the public—to insure that its own representatives are 
not involved in questionable activity, and to make clear 
that folly will not be rewarded. 

Wall Street would be serving no more than its own 
self-interest if some of the well-known members of the 
financial community took the lead in speaking out pub- 
licly against the kind of speculative activity that has 
been going on. There is no guarantee that the public 
will take heed. But if the responsible men of Wall Street 
speak out often enough and loud enough it is bound to 
have a salutary effect—if not on the public then on those 
members of the financial community who have not real- 
ized that moderation is the golden rule in all things. 
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